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THE BANKER 
A Banker’s Diary 


(CHEAP money has undoubtedly been given a fresh lease 
of life this month by the announcement of the conversion 
offer to holders of the £352 million of 

Two maturing Conversion 44 per cent. Stock 

Per Cent.! due for redemption on July 1 next. Two 
features in this conversion operation em- 

phasize the determination of the authorities to finance 
the war at rock-bottom rates of interest : the low nominal 
rate of only 2 per cent. on the Conversion stock offered 
in substitution for the maturing loan, and the offer to 
repay in cash any holders not prepared to accept these 
terms. The fact that almost the whole of the maturing 
stock which has not found its way to the public depart- 
ments is held by banks, discount houses and other purely 
institutional investors means, on the one hand, that it is 
perfectly safe to effect repayment in cash (since the addi- 
tional cash could not possibly be used for consumption 
purposes), and, on the other hand, that the holders have 
the strongest inducement to accept the terms offered. To 
the extent that cash repayment is demanded, the avail- 
able supply of short-dated securities is depleted; while 
the recipients of the cash proceeds have no alternative but 
to use them to purchase existing securities and so bring 
down gilt-edged yields all round. It was immediately 
apparent, therefore, that the conversion operation, 
embodying the same technique which assured so re- 
sounding a success for the great War Loan Conversion 


of 1932, could not fail to have a strongly stimulating’ 


effect on gilt-edged securities in general, which, in fact 
promptly rose to new high levels since the outbreak of 
war. 


At the same time it must be recognized that the opera- 
tion leaves still in abeyance the central task of funding 
Treasury bills, and that this process of 


When Must yeducing interest rates by the creation of 
Funding “ 
Begin ? 


liquid assets has definite limits. Two 
factors have so far operated to deprive 
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Treasury bill finance of inflationary consequences: the 
existence—before the war—of unemployed resources 
available to increase consumption goods output, and the 
high premium placed on liquidity by the disturbed 
political conditions. Once this increased demand for 
cash holdings has been satisfied, further credit expansion 
must necessarily tend to force up prices. To support 
gilt-edged by glutting institutional investors with cash, or 
threatening to do so, is perfectly safe; but the same 
technique cannot indefinitely be employed with regard 
to the public generally. After a certain point, sellers of 
gilt-edged would use the additional cash to demand con- 
sumption goods, either directly, or indirectly by using 
the proceeds to pay income tax, thus avoiding the cur- 
tailment of civil consumption which is needed to release 
resources for the war effort. All this is common ground; 
the only debatable question is how long it will remain 
safe to employ the liquidity technique. To accept 
Mr. Keynes’s advice and postpone genuine funding for a 
year would undoubtedly be dangerous. Market opinion 
now expects an offer to the public at about the end of the 
financial year, and it would seem that this represents a 
reasonable compromise between extreme caution and 
the desire to secure for the Treasury the most favourable 
terms possible. 





THE striking contrast between the Government's offer of 
2 per cent. on a five-year bond and the clearing banks’ 

charge of 1} per cent. for overnight loans 
Call Money against bond collateral inevitably revived 
Controversy discussion of a possible return to the short 

money rates ruling before the outbreak of 
war. The general arguments in favour of low Treasury 
bill rates are sufficiently obvious. More specifically, 
there was undoubtedly some danger that the mainten- 
ance of the existing charges might militate against the 
success of the conversion operation. The discount 
market might in any conditions feel somewhat diffident 
about substituting a five-year stock for its very large 
holdings of what had become a five months’ bill. So 
narrow a margin between the yield in the new stock and 
the cost of short money could only tend to increase this 
diffidence. And should the discount market elect to 
K 
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receive cash, the additional funds would be used, not to 
bid up the price of securities and to lower yields, but 
mainly in repayment of call loans. There was some 
expectation that the banks might take the initiative in 
reducing rates, but they are clearly satisfied with the 
justice of their case for higher rates (based on A.R.P. 
expenses and increased costs generally) so long as deposit 
interest remains at its present level. The simple and 
obvious solution, satisfactory to everyone save bank 
depositors (who have no right to expect a premium on 
liquidity in times such as these) would be a reduction in 
Bank rate. Why 2 per cent. should be regarded as a 
sacrosanct minimum it is difficult to understand. 


A DOMINANT influence on the credit position during the 
past month has been the very heavy influx of 
. revenue to the Exchequer. In the two 
Cee weeks to January 20 there was a true 
, Cash revenue surplus (allowing for Defence 
borrowing) of no less than £21.5 million. 
Since the weekly offer of Treasury bills through the 
tender was maintained at £65 million, or £15 million in 
excess of maturities, it is not surprising that public 
deposits, as will be seen from the following table, shot up 
by £40 million in three weeks to the wholly abnormal 
figure of £56.7 million, the highest on any occasion for 
over twenty years. 


ANALYSIS OF BANK RETURNS 
(£000) 
Note Government Public Bankers’ 
Circulation Reserve Securities Deposits Deposits 


1939 
December 27 554,616 26,641 151,466 29,725 117,330 


1940 
January 3 547,427 33,701 153,136 17,193 128,637 
IO 536,132 45,013 127,350 27 B53 115,719 

17 527,449 53591 117,196 37,1 102,471 

24 522,791 58,222 112,291 30 oy 80,131 


From the Christmas peak of £554.6 million the note 
circulation declined in four weeks by £31.8 million, 
which compares with £40.9 million in the corre sponding 
weeks of 1939. Since Government securities were 
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reduced over this period by £39.2 million, the immobi- 
lization of funds on public deposits was accompanied by 
a decline of £37.2 million in bankers’ deposits to £80.1 
millions, a wholly inadequate figure with deposits at their 
present level, resulting in the worst money squeeze 
for some years. 


NOTWITHSTANDING the surplus of revenue, the weekly 

Treasury bill offer was maintained, as has been said, at 

£05 million. As will be seen from the 

Fall in following table, therefore, the outstanding 

Tap Bills tender issue steadily rose to a new high 
level of £800 million on January 20:— 


TREASURY BILLS 


(£ million) 
Tender Tap Total 
1939 
December 31 i 760.0 709.9 1,469.9 
1940 
January 6 aa 770.0 718.5 1,488.1 
13 - 785.0 689.8 1,474.8 
20 ws 800.0 658.1 1,458.1 


Since the total Treasury bill issue, in virtue of the 
revenue surplus and the steady flow of subscriptions to 
savings certificates and defence bonds, declined by £30 
million in the two weeks to January 20, “tap” bills were 
paid off during this fortnight to the extent of no less than 
£60 million. In spite of the plentiful supply of tender 
bills and the occasional tightness of money, bill rates 
declined sharply following the announcement of the 
conversion offer. On the expectation of a cut in call loan 
rates, total applications at the tender of January 19 
soared to the record level of £122.1 million, and the £65 
million of bills on offer were under-allotted to the extent 
of £4.0 million. In the following week the clearing 
banks reduced their buying rate for bills to I per cent., a 
move which intensified the market’s expectation that the 
banks themselves were about to make an adjustment of 
money rates, though obviously it would have been 
equally consistent with an expectation on the part of the 
banks of a reduction in Bank rate. 

L 
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THE introduction this month of the new Form EI repre- 
sents an important step towards a more effective control 
-_ of sterling payments abroad. Although 
— such payments have from the outset re- 
Pecnauel quired Treasury authorization (in the form 
of the paying banker’s stamp on Form Er), 
it is well known that a certain laxity in the supervision of 
sterling remittances helped for some time to swell the 
supply of sterling on the unofficial market in New York. 
Instead of being merely a formal declaration by the 
customer that the transaction does not infringe the ex- 
change regulations, Form Er is now an application for 
permission to make the payment. Before granting such 
permission, the banks must satisfy themselves that the 
statements made are correct and, where necessary, require 
the production of documents, such as invoices or import 
licences. Moreover, their discretion has been explicitly 
limited to the same types of transactions as in the case of 
applications for foreign exchange on Form E. Whereas 
the original regulations referred to pre-war contracts, the 
reasonable requirements of a British business and 
reasonable travelling expenses as permissible trans- 
actions for the grant of exchange, these rather elastic 
conceptions are now precisely defined under ten heads, 
as follows :— 

(i) (a) Imports into the United Kingdom. (b) Imports 
into sterling area (other than United Kingdom) not ex- 
ceeding £5,000. (ii) Freights in respect of goods shipped 
to or from countries of the sterling area. (ii) Canal dues 
and ships’ disbursements in respect of ships controlled 
and/or managed by residents in the sterling area. 
(iv) Insurance premia in respect of policies taken out 
prior to September 3, 1939, and insurance claims. 
(v) Royalties and patent fees arising out of contracts in 
existence prior to the war. (vi) Licence fees arising out 
of pre-war contracts in respect of trade marks and copy- 
rights. (vii) Reasonable travelling and hotel expenses 
up to £150 in respect of bona fide business trips. 
(Reasonable travelling expenses may be assessed at £5 
per day per person over and above the cost of the fare.) 
(viii) Legacies, distribution of capital on the winding-up 
of trusts, and capital and interest payments under a trust, 
provided the relative trust deeds were executed before 
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the war. (ix) Rents and mortgage interest on property 
owned by or due to a non-resident under a trust, pro- 
vided the deeds were executed before the war. (x) 
Annuities purchased by non-residents from insurance 
companies. Applications for other purposes, as well as 
all applications in respect of tobacco, films and diamonds, 
must be referred to the Bank of England. 


WuiLeE the central offices of the banks had been 
observing similar rules for some time, the change 
has led to better supervision of branches. 
Sterling That it has helped to restrict offerings 
Firm of sterling in overseas markets seems 
to be confirmed by the greater firm- 
ness of sterling in New York, which in the latter part 
of the month has stood consistently over 3.95 and at 
times even above 3.99. The list of banks authorized 
to approve Form Et includes not only the United King- 
dom and Empire institutions originally appointed as 
authorized dealers, but also the Eastern banks, the 
French banks, several banks operating in South-Eastern 
Europe and finally the leading private banks. Since 
the obvious intention of the change has been to place 
sterling payments on precisely the same footing as appli- 
cations for foreign exchange, it is difficult to understand 
why merchant banks of high standing, possessing highly 
qualified exchange staffs, should be allowed to approve 
only Form Er and denied the right of authorizing 
Form E for identical transactions. To include these in- 
stitutions on the list of fully authorized dealers would not 
only help to compensate them for the serious loss of 
exchange business due to the exchange restrictions, but 
would greatly relieve the pressure on the trained ex- 
change staffs of the clearing banks. This pressure is 
now so severe that the approval of applications often has 
to be delegated to unqualified staff pressed into service 
from other departments or branches. To confine the 
entire exchange business of the country to such narrow 
channels (with the inevitable bottlenecks) may thus con- 
duce at times not to increased efficiency of control, but 
the reverse. 
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Banker, Customer, and the 
Exchange Kegulations 


URING these past few months it has been the 
D primary task of many bankers to master the new 

Defence regulations and to evolve the administra- 
tive machinery and code of practice needed to transform 
the bare bones of the regulations into an effective 
exchange control, hampering legitimate trade as little as 
possible while securing strict observance of the new 
restrictions. So absorbing has been the task of erecting 
the new system that it is only now beginning to be 
realized how radical a change is involved by the new 
conditions in the ordinary legal relationship between 
banker and customer, and in so fundamental a question 
of banking practice as the negotiability of a bill of ex- 
change. The normal banker-customer relationship, 
though it can be fully defined only by postulating an 
elaborate and comprehensive implied contract embody- 
ing many terms, flows logically from the conception of 
money deposited with the banker as money lent to him. 
Its essential elements are an undertaking by the banker 
to receive cash or other effects for the credit of a 
customer’s account, and to hold the proceeds at the dis- 
posal of the customer on demand during the usual hours 
of business. There is in addition an obligation on the 
part of the banker to observe secrecy. On the other 
hand, it is no part of a bank’s normal business, broadly 
speaking, to concern itself with the purpose and direction 
to which its customers require it to apply funds. 
Although the banker must guard against the risk of 
becoming the innocent means of a misapplication of 
money which he might reasonably have noticed and pre- 
vented, the banks tend to resist in principle any claim 
that they should accept responsibility for watching the 
nature of disbursements, and they normally escape any 
duty of that kind. 

This simple bilateral relationship is drastically 
affected in all its aspects by the new Defence (Finance) 
Regulations. The banker himself takes on a dual 
personality. First and foremost he must now be the 
watchdog of the national interest, alert to detect un- 
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witting trading with the enemy, authorizing or prohibit- 
ing proposed transfers of funds abroad as the appointed 
agent of the Treasury. In normal circumstances, if the 
customer possesses funds and has issued a genuine and 
explicit mandate for their disposal, the banker’s course 
oi action is unequivocal and his position unassailable. 
Under the present conditions that is no longer sufficient. 
It is only when his over-riding duty under the Defence 
regulations has been satisfied that the banker can think 
of his narrower duty to his customer; and it is no defence 
to have carried out the customer’s instructions if thereby 
the regulations shall have been infringed. The law has 
imposed considerable limitations on the customer’s 
power to dispose of his own property, and has appointed 
the banker as the agent to see that those limitations are 
observed. The customer’s mandate no longer has com- 
pelling force. Both in paying and collecting cheques, 
the banker’s position has undergone considerable modi- 
fication, and it is the object of the present article to point 
out some of the respects in which the legal position has 
been changed by this division of the bank’s responsi- 
bilities towards his customer on the one hand and the 
Treasury on the other. 

Let us first consider the relevant sections of the 
Exchange Regulations, which at the time of writing are 
contained in Nos. 1620 and 1827 of the Statutory Rules 
and Orders, 1939. Briefly, Regulation 3 of Order No. 
1620 directs in relation to banking accounts that, with 
certain exceptions, no person shall issue or negotiate any 
cheque, etc., so as to acquire property outside the United 
Kingdom without consent given by or on behalf of the 
Treasury. Order No. 1827 extends the restriction on the 
issue or negotiation of cheques abroad in such terms as 
to make it clear that no payment whatever may be made 
abroad unless exempted or certified (i.e. licensed) by or 
on behalf of the Treasury. The object, clearly, is to 
prevent the movement of funds from this country, except 
to other countries of the sterling group, which have been 
placed on a similar footing with the United Kingdom by 
an Order-in-Council, and which operate exchange restric- 
tions similar to our own. To achieve this object it is pro- 
vided (S.R. & O. 1620) that “the Treasury or a person 
acting on their behalf may impose such restrictions on 
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the making of payments and the doing of any acts by 
bankers in the course of their business as appear to the 
Treasury to be necessary or expedient for the purpose 
cf ensuring the due enforcement ” of the Regulations. It 
is under this governing provision that the Bank of Eng- 
land has issued Notices to Banks (which therefore have 
the authority of law) setting out how the regulations are 
to be interpreted in practice. 

As a first preliminary to any attempt at working this 
system, the banker is clearly under an obligation to segre- 
gate his customers into two classes, residents and non- 
residents, for the regulations place payments to the 
United Kingdom banking accounts of non-residents on 
an identical footing with payments abroad outside the 
countries of the sterling group. Since this process of 
classification is thus the foundation stone of the whole 
structure, it might be expected that the most compre- 
hensive and precise definition of a non-resident would 
have been issued. Yet in the present writer’s opinion the 
official guidance on this classification is inadequate, at 
any rate as it reaches the hands of the branch banks, 
whose business it is to see that the dividing line is 
properly drawn. 

In income-tax law, where the question of domicile is 
also of paramount importance, the matter has been the 
subject of much legal argument, and a number of con- 
siderations are taken into account in determining whether 
a person should be regarded as resident or non-resident.* 
Even if a person is exempt from British income-tax, how- 
ever, it does not follow that he is a non-resident. Many 


* For the purposes of the Defence Regulations, the only absolute 
rule is that nationality is no criterion. Non-resident accounts are 
those of persons or concerns mainly resident abroad (and not only 
outside the United Kingdom, but outside the countries of the sterling 
group). Ordinary domicile is on the face of it conclusive (as opposed 
to the principles of income-tax law), but British subjects or foreigners 
who come to this country and arrange to remain permanently may 
establish ‘‘ resident ’’ accounts by declaring their intention to accept 
the obligations of residents. On the other hand, a visitor may remain 
here, with Home Office permission, for an indefinite time while 
retaining ‘‘ non-resident ’’ status. The point at which he becomes a 
resident by the effluxion of time has not been defined. A resident 
who, with an exit permit, goes abroad does not, and will not, qualify 
as a non-resident by reason of extended absence. A non-resident 
must be so qualified in the light of his main pre-war domicile. 
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British nationals of the wealthier classes who travel 
abroad extensively are difficult to classify in relation to 
the exchange restrictions. Quite apart from all questions 
of definition, moreover, the whole matter is immeasurably 
complicated in practice by the fact that the domicile of 
a customer, irrespective of nationality, is not always well 
known to his bank. The question also arises whether 
private customers should not have been notified, where 
it had been necessary to class them as non-residents, of 
their new position. It is not suggested that the banks 
were under any legal obligation to do so, but many 
customers living abroad would no doubt feel entitled to 
such notification as part of the bank’s usual services. 

Having discharged this obligation to classify his 
customer, how is the banker affected in his normal 
operations by the new restrictions? ‘The position of the 
collecting banker is changed only in one respect. In 
collecting credits for a non-resident customer he must 
put each paying bank concerned on notice that the latter 
will be paying funds for the benefit of a non-resident. 
Though there could be little objection to such a notifica- 
tion, even if it were not made under Treasury direction, 
it is nevertheless worth noting that this involves a dis- 
closure of information regarding his customer which cuts 
right across the normal obligation of secrecy. The 
damage in such a disclosure could in most conceivable 
circumstances be only nominal, but it illustrates the 
changed relations of banker and customer. 

The new duties of the paying banker are far more 
onerous. The paying banker is legally precluded from 
meeting the cheque or bill of a customer who is a resident, 
if it is certified by the collecting banker to represent a 
transfer to the account of a non-resident, unless permis- 
sion for the transfer has first been obtained. In practice 
that permission may be granted well beforehand or may 
be given at the time of presentation of the instrument, 
should there be attached to it an application on Form Er 
of such a nature that the paying bank is able to approve 
it at once for the Treasury. The bank can in such a case 
put itself in a position to honour the instrument by the 
exercise of its discretion to grant the permit. In most 
cases the drawer of a cheque now gets the permit first, 
and the collecting banker’s duty only operates as a check 
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against the absence of prior permit. In the special case 
of customers residing in countries of the sterling area 
other than the United Kingdom, drawings must be made 
subject to the sanction of the appropriate local control, 
and it is the duty of the paying bank to see that this has 
been obtained. Should a cheque be paid in the absence 
of a permit, the paying banker would, of course, incur 
the severe penalties laid down for non-observance of the 
regulations. 

In the special case of dividend warrants the position 
of the paying banker is somewhat ill-defined. The 
general restrictions on drawings do not apply to dividend 
and interest warrants in sterling, which may be issued 
(by reason of an exemption under the Currency Restric- 
tions Exemption (No. 4) Order and Bank of England 
Circular F.E.39) without Form Et being completed by 
British companies in favour of stockholders who are non- 
residents. In practice, the paying banker has to assume 
that warrants to non-residents are issued under this 
exemption. He is not usually able to draw a distinction 
between warrants issued to non-resident stockholders 
and warrants issued to non-resident third parties for 
account of resident stockholders. The responsibility is 
left with the companies concerned, who must obtain 
official permission if a resident holder wishes to alter a 
mandate by requiring dividends to be paid to a non- 
resident address. 

Special duties devolve on the paying banker under 
the Trading with the Enemy Act. Under Section 1, sub- 
section 2, of that Act there is an absolute embargo on 
drawings in favour of the enemy, and if such a cheque 
is drawn the banker may not meet it. If a customer 
issues a cheque which is negotiated by the payee or any 
subsequent endorser to an enemy the customer cannot be 
held responsible, and the sole duty of preventing its pay- 
ment devolves upon the drawee bank. Legally, the pay- 
ing banker must examine the names of all payees and 
endorsers of every cheque and bill presented to him to 
see that they are not included in the Specified Persons 
List, and in the absence of any saving clause the severe 
penalties provided by the Act must be considered to 
apply to payments by a banker which would otherwise 
be in due course. With regard to the paying banker, also, 
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it will be observed, the regulations require a considerable 
departure from the ordinary rule of secrecy. Whereas 
the resident customer was formerly entitled to have his 
drafts met, without reference to the purpose of the 
transfer or the identity of the beneficiary, he is now com- 
pelled to make full disclosure of the transaction. This 
disclosure, to be sure, is addressed to his bank, but the 
latter is obliged to place the facts revealed at the disposal 
of the Bank of England, and there is no expressed reser- 
vation of secrecy in so doing. It may be noted that 
further disclosure as between banker and customer is 
provided for under Regulation 8 of Order No. 1620, 
under which customers can be required to produce for 
inspection any books or documents needed to support 
an application to make a payment to a non-resident. The 
customer is, however, protected by Part V of the Defence 
Regulations, S. 84, which says: “ No person who obtains 
any information by virtue of these Regulations shall, 
otherwise than in connexion with the execution of these 
Regulations or of an order, rule or byelaw made under 
these Regulations, disclose that information except with 
permission granted by, or on behalf, of, a Minister of the 
Crown.” So far as the banker is concerned, of course, 
the obligation of secrecy was never absolute, but subject 
to several qualifications, of which the first is compulsion 
of law. 

Finally, it may be pointed out that the new regula- 
tions place a new restriction on the negotiability of 
cheques and bills which considerably affects the position 
of a holder in due course. If a cheque is issued, subject 
to the Form Er permit, by a resident in favour of a non- 
resident, the latter may negotiate it to any other non- 
resident (other than an enemy or person deemed to be 
an enemy) and the permit holds good. The negotiation 
from one non-resident to another non-resident is not an 
operation which requires official sanction. On the other 
hand, if a cheque is issued by a resident to another resi- 
dent, and the latter transfers it to a non-resident, either 
by endorsement to him or in blank, the non-resident will 
usually be unsuccessful in securing payment. This 
situation may easily arise when a resident pays a British 
importer for goods supplied, and the latter, being merely 
an intermediary, endorses over the cheque he has 
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received to his non-resident principal. When the cheque 
is presented, the paying banker will be placed on notice 
by the collecting banker that it has been received for 
credit of a foreign account. In accordance with Bank of 
England instructions, the paying banker will then com- 
municate with the drawer. Since the drawer did not 
intend to make a transfer to a non-resident he is not ina 
position to make the necessary declaration required for 
the completion of an Er Form. Although the payee is 
in possession of the facts, and if he were the drawer 
would be able to secure authorization of the payment 
through his bank, the official circulars do not contem- 
plate completion of Form Et by payees.* Thus the 
cheque can be permanently unpaid and the non-resident 
holder would not be able legally to enforce payment. 

In other words, a cheque which is a fully negotiable 
instrument within the countries of the sterling group is in 
practice no longer transferable to a non-resident, even 
though the latter would otherwise be a holder in due 
course. The same disability applies to a bill where no 
permit for transfer to a non-resident has been granted 
to the acceptor. Although the non-resident holder 
acquires the instrument free from any defect in the title 
of prior parties, his rights as a holder in due course under 
the Bills of Exchange Act are valueless, unless the 
endorser takes steps with his banker to obtain the 
Treasury permission required by Regulation No. 3, para. 
1, sub-paragraph AB of the Finance Regulations. Thus 
one effect of the regulations is to preclude a resident 
holder in due course from transferring any title whatever 
to a non-resident unless specifically authorized by the 
Treasury or its agent. 

* Actually the Treasury Order, which refers to the negotiation as 
well as the drawing of cheques, would not appear to preclude a 
payee from completing Form Er, though in practice banks would 
be unlikely to encourage this unusual procedure. 

The solution is, of course, for the payee to bank the cheque and 
remit his own cheque (for which he can obtain Form Er) to the non- 
resident. The point is put forward as of legal rather than practical 
interest. 

















Bank Loans and the Courts 
Emergency Powers Act 


By F. R. Ryder 


HE Courts (Emergency Powers) Act, 1939, prob- 
ably affects commerce more than any other of the 
Acts so speedily passed through Parliament to 
form the Emergency Legislation of 1939. It particularly 
affects the banker seeking to enforce his security against 
an advance. It is this change in the legal position of the 
lending banker—with its obvious implications for 
advances policy—which it is proposed to examine. The 
changes are not easy to interpret for, unlike many of 
the laws with which bankers have to contend, this Act 
would appear to have been passed without any special 
regard to the peculiar business of banking. Moreover, 
like all new legislation, it must be construed with little 
help from the guiding light of precedent. Certain con- 
clusions, however, would appear to emerge unmistakably 
in the light of established law relating to banking, and 
these eminently deserve the attention of all bank officials 
concerned with the making and realization of advances. 
The main provision of the Act is contained in Section 
T (2) (a), which lays down (inter alia) that: “ Subject to 
the provision of this section a person shall not be entitled, 
except with the leave of the appropriate Court, to proceed 
to exercise anv remedy which is available to him by way 
of: (ii) the taking of possession of any property or the 
appointment of a receiver of any property; (iv) the 
realization of any security or the forfeiture of any 
deposit.” 

Now this clearly prevents the normal procedure by 
which banks realize their securities. There are, however, 
certain saving provisions. The right of sale of a mort- 
gagee who was in possession before the commencement 
of the Act (September 2, 1939) or who before that date 
had appointed a receiver who had taken possession, is 
specifically saved. So also is that of a mortgagee to apply 
to the Court for the appointment of a receiver. More 
difficult for the banker to interpret is the qualification 
that the restrictions: “shall not apply to any remedy or 
proceedings available in consequence of any default in 
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the payment of a debt or the performance of an obliga- 
tion being a debt or obligation arising by virtue of a 
contract made after the commencement of this Act.” 
This proviso calls for careful analysis of the positions 
likely to arise in practice. Beginning with the most 
obvious cases, it is evident that the remedies available 
to the banker without the consent of the Court are unim- 
paired in the cases of all persons who become customers 
after the date of the commencement of the Act and who 
become borrowers on the opening of the account or sub- 
sequently. Indeed, the banker’s remedies against all 
customers who start to borrow after the commencement 
of the Act remain unaffected. It is easy to see that, 
although the initial implied contract between banker and 
customer arises when the account is opened, there is a 
further offer and acceptance entailing a new contract 
when an overdraft or loan is arranged. Again, where a 
change takes place after the commencement of the Act 
in the legal identity of the borrower, there is clearly a 
new contract, making unnecessary any application to 
the Court for leave to enforce the debt arising under it. 
The formation of a company from a partnership or the 
transfer of the balance of a deceased person to the 
executors’ account are only two examples of this type of 
novation familiar to the lending banker. 

Before considering other cases within the compass of 
this saving clause, it becomes necessary to decide 
whether the date on which security is charged is material 
in ascertaining whether a “ debt has arisen by virtue of a 
contract made after the commencement of the Act.” In 
the first place, it will be recalled that a banker is liable 
for damages in breach of contract if he makes available 
borrowing facilities to his customer and then refuses, 
without reasonable notice, to pay cheques overdrawing 
the account within those offered facilities.* With a loan 

* This is made clear in Rouse v. Bradford Banking Company, 
1894, A.C. 586, at p. 596, by Lord Herschell; it finds further strength 
in Paget’s references on pp. 29 and 63 (IVth Edn.) to the contract 
for an overdraft. On examination there appears to be an offer by 
the banker which the customer accepts either specifically or by 
drawing cheques creating the overdraft. Apart from the obiter 
dictum of Cozens Hardy, M.R. (quoted later in these notes), action 


on an offer, with the intention of accepting it, will from the nature 
of the transaction complete the contract (cf. Carlill v. Carbolic 


Smoke Ball Company (1893), L.R. 1 Q.B. 256). 
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account the position is unequivocal. There is, of course, 
a completed contract when, with due authority, the 
customer’s current account is credited and a loan account 
debited. 

All this may take place without security, in which 
case, it is instructive to notice, in passing, that the Courts 
(Emergency Powers) Act, by an earlier saving clause 
than the one under consideration, would permit the 
enforcement of a judgment obtained in the usual way, 
providing the facility to borrow was offered and accepted 
after the commencement of the Act. Again, security 
may be charged provisionally without any specific 
arrangements for borrowing being made. The contract 
by virtue of which the debt arises comes into being either 
by the offer by the banker of facilities, coupled with the 
acceptance by the customer specifically or by use, or by 
the customer’s request, or in the form of a cheque over- 
drawing the account which the banker decides to pay.* 

Now, the savings clause in section 1 (2) of the Courts 
(Emergency Provisions) Act makes it clear that it is the 
date of the contract by virtue of which the debt, or 
obligation, arises (in contradistinction to the date of the 
contract from which the remedy emanates) that is 
material in deciding whether a contract is a post-Act 
contract. Thus it may be inferred that, even where 
security was charged prior to the Act, it may be realized 
without application to Court to the extent of facilities or 
additional facilities agreed upon after the date of the 
commencement of the Act. By way of illustration, if, 
before September 2, 1939, a customer has charged shares 
worth £5,000 to his banker against a loan of £2,000 and 
after that date the banker agrees to lend an additional 
£1,000 on the security already held, the shares could be 
realized to the extent of the £1,000 without applying to 
the Court for leave under the Act. On the other hand 
the fact that an account, secured by a pre-Act charge, 
runs into credit after the date of the commencement of 


* See Cozens Hardy, M.R., in Cuthbert v. Robarts Lubbock and 
Company (1909 2 C.H. 226) at p. 233: ‘‘ If a customer draws a 
cheque for a sum in excess of the amount standing to the credit of 
his current account it is really a request for a loan and if the cheque 
is honoured the customer has borrowed money.”’ 
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the Act will not enable the bank to realize the security 
without application to Court unless the facilities have 
been withdrawn and a new borrowing contract made. 

It may be observed that the exempting clause applies 
to default in performance of an obligation in addition to 
default in payment of a debt. Abstracted, the two pro- 
visions are that the previously mentioned restrictions : 
“shall not apply to any remedy or proceedings available 
in consequence of (1) any default in the payment of a 
debt being a debt arising by virtue of a contract made 
after the commencement of this Act; (2) any default in 
the performance of an obligation being an obligation 
arising by virtue of a contract made after the commence- 
ment of this Act.” It would seem that anyone desiring 
to utilize one of the remedies specified in the sub-section 
may rely on either of these alternatives. This second 
saving will thus permit realization without leave from 
the Court of security that has been charged since 
September 2, 1939, although in respect of pre-Act 
borrowing. 

There arises from this clause one more problem for 
the banker: the position of a pre-Act depositor of colla- 
teral security, or of a guarantor, where additional post- 
Act borrowing takes place. It may be suggested that 
since the debt arises in respect of a post-Act contract, 
the execution of the remedy does not require leave of 
the Court, but there is in this case the difference from the 
circumstances considered above that the party against 
whom the remedy is to be pursued was not a party to the 
post-Act contract giving rise to the debt, the default in 
the payment of which makes the remedy available. Thus 
it would appear that the collateral security may not be 
enforced without leave of the Court, and that the consent 
of the “collateral” party should be obtained by the 
banker in order to hold that party liable on post-Act 
borrowing as a post-Act contract. It must be admitted 
that these circumstances were probably not under view 
when the clause was drafted, and that this conclusion 
does not run clearly from the terms of the sub-section. 
However, the inequity of the alternative would infringe 
the “spirit of the Act ”’—that jack o’lantern to which the 
Court often looks when there is doubt and its discretion 
is invoked. Before discussing those parts of the legisla- 
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tion which will receive an earlier and more extensive 
ventilation in the Courts than the sections already con- 
sidered, the general conclusion up to this point may be 
summarized by saying that only post-war arrangements 
will be immune from the procedure of obtaining leave to 
realize securities. It is interesting to note that by 
section 3(a) of the Courts (Emergency Powers) Act a pre- 
Act contract includes one where the offer has been made 
before September 2, 1930, if acceptance has been made 
within a period specified in the offer. Most offers of 
overdraft terms by bankers, however, state no particular 
period within which acceptance must be made. Generally 
speaking, therefore, any overdrafts not agreed upon by 
September 2, 1939, will be post-Act contracts. 

For the Court to be able to grant relief from the 
remedies the correspondent will have to state a case to 
satisfy the following terms of section 1 (4) of the Act: 
“if the person liable to pay the debt... is unable 
immediately to do so by reason of circumstances directly 
or indirectly attributable to any war in which His 
Majesty may be engaged the Court may refuse leave for 
the exercise of that right or remedy (applied for), or give 
leave subject to such restrictions and conditions as the 
Court thinks proper.” From this crucial sub-section 
several points become apparent. In the first place, there 
is no liquidation of the liability. It continues to exist for 
proof in bankruptcy or winding-up, even though such 
procedure may be stayed under section I (5) of the Act. 
Failing other legislation, the liability will exist, subject 
to all the usual remedies, when the end of the state of 
emergency is proclaimed. The Court “may” give 
leave. It is not bound to do so even when the necessary 
evidence is forthcoming. Then it may give leave subject 
to any restrictions it deems advisable and—in a few 
minor cases in courts of summary jurisdiction relating to 
landlord and tenant relationship—has done so already. 

“Circumstances directly or indirectly attributable ” 
are words giving extreme latitude to the Court. “In- 
directly” covers circumstances seemingly remote. In 
a case based on similar legislation in 1914 (Crowe v. 
Irvine, 1914, 2 Sc. L.T. 378) the lessee of a cinema, whose 
receipts had been severely reduced because a local fac- 
tory was working short time owing to the war, was given 
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time to pay his rent. However, it is the words “unable 
immediately to pay” that will give and have already 
given rise to judicial difficulty. The first case on this 
subject to go to the Court of Appeal is reported in the 
All England Law Reports, Volume 4, page 169, under 
the title A. v. B. The facts may be stated briefly. A 
hire-purchase company was unable to meet its liability 
on certain bills of exchange and a judgment was given 
against it. Leave was sought to enforce that judgment 
and the words we are now considering came before the 
Court. The hire-purchase company on affidavit of its 
chairman and managing director showed that owing to 
the war the company found itself without sufficient 
resources to enable it to discharge its liabilities to the 
plaintiffs and to its other creditors. In making an order 
which provided an opportunity for the hire-purchase 
company to bring in further evidence of its financial 
position, the Master of the Rolls, Sir Wilfred Greene, 
who delivered the judgment of the Court, made the 
following three points: “ (1) Such a case must be decided 
on its facts, which must show that the resources are in- 
sufficient to meet the judgment, and (2) that the debtor 
had sufficient money available to pay that debt was not 
enough. A commonsense view had to be taken and the 
existence of other debts was not an irrelevant considera- 
tion. (3) On the other hand, the Act was not passed for 
the benefit of creditors generally, and in considering the 
relative importance of other debts the Court would not 
exercise a quasi bankruptcy jurisdiction.” Except by 
stressing the individual nature of each case and indicat- 
ing that sufficiency of resources to pay is not enough to 
obtain leave to execute judgment in respect of the par- 
ticular debt, this case has done little beyond establishing 
an intention of the Court not to act with a view to an 
equal distribution of the assets of the company con- 
cerned. It serves to show the difficulty surrounding the 
position. 

In conclusion, it should be pointed out that mortgages 
are covered by other war statutes than the Courts 
(Emergency Powers) Act. That Act as amended by the 
Possession of Mortgaged Land (Emergency Provisions) 
Act prevents sale or the appointment of a receiver out of 
Court. It also prevents the enforcement without leave of 
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an order for delivery of possession where there has been 
a default in the payment of money—not, however, where 
the order has been obtained in respect of the breach of 
any other covenant in the mortgage, such as that to 
insure the property against fire. The Increase of Rent 
and Mortgage Interest Act of 1920, s. 7, as applied by 
the Increase of Rent and Mortgage Interest Act of 1939, 
prevents a mortgagee from taking steps to enforce his 
mortgage in respect of certain classes of property, mainly 
dwelling houses which are let and are of a rateable value 
of not more than £100 in London and £75 in the 
provinces. This Act, however, expressly excludes an 
equitable mortgage secured by the deposit of deeds and 
gives relief to a mortgagee of leasehold property where 
the value is falling quickly by reason of the approach of 
the termination of the lease. 


Trading with the Enemy 
By P. D. Willcock 


ANKERS in common with other members of the 
B business community are concerned with the pro- 
visions of the Trading with the Enemy Act. Under 
the Act a person is deemed to have traded with the 
enemy if he has had any commercial, financial, or other 
intercourse or dealings with, or for the benefit of, an 
enemy, and in particular if he has: (i) Supplied any 
goods to or for the benefit of an enemy, or obtained any 
goods from any enemy, or traded in, or carried, any 
goods consigned to or from an enemy, or designed for or 
coming from enemy territory, or, (ii) paid or transmitted 
any money, negotiable instrument or securities for 
money to or for the benefit of an enemy or to a place 
in enemy territory, or, (iii) performed any obligation to, 
or discharged any obligation of, an enemy, whether the 
obligation was undertaken before or after the commence- 
ment of this Act. 
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It is provided on the one hand that a person is not 
to be deemed to have traded with the enemy if he has 
acted under the authority of a Secretary of State, the 
Treasury, or the Board of Trade, or if he has received 
from an enemy a sum due in respect of a transaction 
under which all obligations on his part had been per- 
formed before the commencement of the War. On the 
other hand, it should not be inferred that the matters 
referred to necessarily exhaust the scope of the offence 
of trading with the enemy. For example, it should not 
be assumed that because any particular transaction is 
not expressly prohibited by this Act, it must be taken as 
permissible. Jt must be borne in mind that trading with 
the enemy is an offence at common law which may in 
any circumstances embrace a given transaction, even 
though such transaction may not be covered by any 
emergency enactment. 

With regard to the definition of an enemy, a clear 
line of distinction is drawn between an enemy and an 
enemy subject. Thus, the expression “enemy ” for the 
purposes of the Act means any State or Sovereign of a 
State at War with His Majesty; any individual resident in 
any enemy country; any body of persons whether cor- 
porate or incorporate carrying on business in any place, 
if and so long as the body is controlled by a person who 
is an enemy; or any body of persons constituted or incor- 
porated in or under the laws of a State at War with His 
Majesty. This definition, it will be noted, does not in- 
clude any person by reason only that he is an enemy 
subject. Residence in an enemy country is the test 
applied in preference to that of nationality. The Board 
of Trade has recently issued the Enemy (Specified 
Persons) (Amendment) (No. 4) Order, 1939, which con- 
tains a list of persons (including firms and banks) who 
carry on business in certain foreign countries and which 
are deemed to be enemies for the purposes of the Act. 
The list contains numerous additions to those specified 
in previous Orders, and there are a few deletions. There 
are thus two classes of persons with whom trading is for- 
bidden: namely, those persons who are deemed to be 
enemies within the meaning of the Trading with the 
Enemy Act and those persons or firms whose names are 
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specified in the Board of Trade Order. In the latter case 
the persons or firms in question are enemies as from the 
date when the Order was issued in which their names 
first appeared. 

Certain powers are given to the Board of Trade 
regarding the inspection and supervision of businesses, if 
on the report of an Inspector it appears to be expedient 
for securing compliance with Section 1 of the Act that a 
business should be subject to supervision. The Act also 
deals with the transfer of negotiable instruments and 
choses in action by enemies. It provides that no assign- 
ment of a chose in action made by or on behalf of an 
enemy shall, except with the sanction of the Treasury, 
be effective so as to confer on any person any rights or 
remedies in respect of the chose in action. And neither 
a transfer of a negotiable instrument by or on behalf of 
an enemy, nor any subsequent transfer thereof, shall, 
except with the sanction of the Treasury, be effective so 
as to confer any rights or remedies against any party to 
the instrument. The object of this Section is thus to 
defeat any attempt to realize on behalf of an enemy the 
benefit of any negotiable instrument or transferable 
securities. In this connexion certain machinery has been 
devised with a view to enabling British bankers to clear 
up contracts and transactions which were outstanding 
when the War commenced. Generally speaking, the 
conditions upon which these transactions can be com- 
pleted are (i) that any funds which would in the ordinary 
course become the property of an enemy are held upon 
a Suspense Account to await the directions of the 
Custodian, and (ii) that any obligations on the part of 
the holder of such instrument were performed before the 
commencement of the War. Where the facts of a parti- 
cular case are submitted to the Trading with the Enemy 
Branch (Treasury and Board of Trade), a particular 
licence is given if the transaction is approved. Again, 
certain general licences have been issued under which 
British banks and accepting houses are authorized to 
carry through certain pre-war transactions which would 
otherwise contravene or infringe the requirements of the 
Act. In some cases a declaration is called for to the 
effect that the transaction will not benefit an enemy. 
M2 
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With regard to claims outstanding in respect of 
negotiable instruments it is a defence in any proceedings 
for offending the Trading with the Enemy Act for 
the defendant to prove that at the time when he 
purported to discharge the liability in quesiton he 
had reasonable grounds for believing that the liability 
was enforceable against him by an Order of a competent 
Court (not being either a Court having jurisdiction in the 
United Kingdom or a Court of a State at War with His 
Majesty) and would be enforced against him by such 
Order. If, therefore, the belief was entertained that such 
liability was enforceable in the Courts of a neutral 
country this will constitute a defence. If, however, the 
party liable is satisfied that he would be committing an 
offence under the Act by meeting his obligation, he may 
pay the money in question into the High Court or Court 
of Session and such payment would be a good discharge 
to him. 

By Section 5 of the Act it is provided that, except 
with the sanction of the Board of Trade, securities to 
which the Section applies cannot be transferred by or on 
behalf of an enemy. It is to ensure that this provision is 
made effective that a declaration has now to be endorsed 
upon transfers to the effect that the transferor is not an 
enemy. In order that the provisions of the Act may be 
effective Section 5 further provides that if securities are 
transferred by an enemy or are transferred or allotted to 
an enemy subject, without the consent of the Board of 
Trade, the transferee is not to have any rights or remedies 
in respect of such securities. The issue of securities by 
companies within the meaning of the Companies Act, 
1929, or any corresponding enactment in force in 
Northern Ireland is also dealt with by Section 5 of the 
Act. It is provided that such companies are not to 
permit securities to be issued or allotted or transferred 
to or for the benefit of an enemy subject without the 
consent of the Board of Trade. It should be noted that 
this provision extends not merely to enemies, but to 
enemy subjects, and consequently a declaration has now 
to be made and endorsed on all transfers to the effect that 
the transferee is not an enemy subject. This provision 
has, however, been relaxed to the extent of permitting 
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transfers to be made in favour of enemy subjects who are 
resident in the United Kingdom or France, provided a 
certificate to that effect is endorsed on the relative 
transfers. This matter is dealt with in the Statutory Rule 
and Order, 1939, No. 1516. The general object of the 
provisions of the Act regarding this subject is to prevent 
enemy subjects who may be resident in neutral countries 
from purchasing or acquiring the securities of companies 
in the United Kingdom by means of which they might 
obtain control of such companies. The securities to 
which these provisions apply are annuities, stock, shares, 
bonds, debentures or debenture stock registered or in- 
scribed in any register, branch register, or other book 
kept in the United Kingdom. 

Again, the purchase of enemy currency is to be 
treated as trading with the enemy, and Section 7 con- 
tains detailed provisions regarding the collection of 
enemy debts and the custody of enemy property. This 
last section is drafted with a view to preventing the pay- 
ment of money to enemies and of preserving enemy 
property, in contemplation of arrangements to be made 
at the conclusion of peace. It provides that the Board of 
Trade may appoint custodians of enemy property for 
England, Scotland, and Northern Ireland respectively. 
In exercise of the powers conferred by this Section upon 
the Board of Trade a Statutory Rule and Order (10309, 
No. 1198) has been made, and it is desirable that all those 
who deal with banking or security work should have a 
copy of this Order before them. The Order provides 
that any money shall be paid to the custodian which 
would, but for the existence of a state of war, be pay- 
able to or for the benefit of a person who is an enemy, 
or which is deemed for the purposes of the Act to be 
money which would, but for the existence of a state of 
war, be so payable. The Order also provides that, with- 
out prejudice to the generality of the foregoing provision, 
there shall be paid to the custodian in particular any 
money which would, but for the existence of a state of 
war, be payable to or for the benefit of a person who is an 
enemy by way of :— 

(a) Dividends, bonus or interest in respect of any 
shares, stock, debentures, debenture stock, bonds or other 
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securities, issued by any company or government, or any 
municipal or other authority; (b) payment of any 
securities which have become payable on maturity or 
by being drawn for payment or otherwise; (c) interest or 
other payment in respect of any loan or deposit, whether 
secured or unsecured; (d) profits or share of profits in 
any business, syndicate or other mercantile enterprise or 
adventure; (e) debt, including money in the possession 
of any bankers, whether on deposit or current account 
or whether held in trust or in custody for or for the 
benefit of an enemy; (f) money due under or in respect 
of any policy of assurance; (g) rent or other payment 
reserved out of or payable in respect of freehold or lease- 
hold property or any interest in land or any manor; 
(h) payment in respect of any requisitioned property; 
(i) payment arising under any trust, will or settlement. 

The provisions of this Order should be borne in mind 
not only by bankers, but also by those banks having a 
Trustee Department or subsidiary company carrying on 
an executor and trustee business. If in the conduct of 
such business they are administering a will or settlement 
under the provisions of which an enemy becomes entitled 
to cash or securities, the matter should be reported to the 
Custodian. If such interest be absolute and immediate, 
the fund will in due course be paid over to the Custodian. 
If, however, the interest in question be only of a rever- 
sionary nature, it will be insufficient merely to report the 
matter to the Custodian, as his title will not mature until 
the interest in question falls into possession. 

Briefly, the effect of the Act may be summarized by 
saying that it is unlawful to transact business or to have 
other dealings with persons who are deemed to be 
enemies without first obtaining permission from the 
Trading with the Enemy Branch (Treasury and Board 
of Trade), of Alexandra House, Kingsway, W.C.2. It is 
understood that the approval of those departments will 
be given in proper cases where it is deemed necessary to 
have correspondence with an enemy, but that such corre- 
spondence wiil not be passed by the Censor’s office unless 
and until such permission has been obtained. 
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British Bank Accounts for 1939 


ROM the point of view of the banks, the year 1939 
FE was divided into two sharply contrasted periods, 
distinguished not by the outbreak of war but by 
the “ reflation”’ of the Treasury bill issue after its decline 
in the first quarter of the year to the lowest levels for a 
decade. In the early months of the year the seasonal 
influx of revenue, superimposed on heavy losses of gold, 
combined to produce a veritable bill famine (in which 
the outstanding total of tender bills dipped at one time as 
low as £346 million), and this shrinkage in the banks’ 
discount portfolios brought a sharp contraction in their 
coal deposits to £2,152 million in March, a decline 
of some £100 million on the year. With the turn of the 
financial year, however, the recovery in deposits was 
equally rapid, even though heavy losses of gold con- 
tinued to damp down the net expansion in the Treasury 
bill issue until the withdrawal of Exchange Account 
support for sterling shortly before the outbreak of war. 
In the final quarter this expansion in deposits due to 
Treasury bill finance gathered pace, not only because of 
the acceleration in expenditure due to the war itself, but 
also becaiise of the surrender to the Treasury of gold and 
exchange assets and the repatriation of foreign securities, 
which in their effect on the internal credit position 
operate in precisely the same way as an influx of gold. 
By November, clearing bank deposits, as revealed by 
the monthly returns, had already risen to a new high 
record of £2,344 million. Only the net change in the 
position is, of course, revealed by the balance sheets 
recently issued, the outstanding feature of which is, 
therefore, a sharp increase in deposits, having its counter- 
part on the assets side of the balance sheets almost 
entirely in increased holdings of money market assets. 
The general pattern of this year’s results is thus pre- 
cisely the opposite of that for 1938, when the dominant 
influence was the withdrawal of foreign deposits and the 
corresponding decline in bill portfolios. 
In relation to profits, this net expansion in resources, 
which would suggest an enhanced earning power, might 
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easily be misleading. It is not merely that bills and call 
loans are the least remunerative of all assets, but that, 
taking the period as a whole, resources have actually 
been somewhat lower, and not higher, than in the 
previous year. So far as earning power is concerned, 
the slightly higher level of advances has been consider- 
ably more than offset by a decline in investment port- 
folios (though to a great extent the lower figures may 
represent a writing down of capital values rather than a 
decrease in physical holdings) and by the lower average 
level of discounts. In addition, of course, the banks 
have been faced with various special expenses and diffi- 
culties due to the disturbed political conditions and, 
finally, to the outbreak of war itself. Notwithstanding 
these many adverse influences, the banks as a whole, as 
will be seen from the detailed figures discussed later, were 
able to publish very satisfactory earnings figures. 

In the tables which follow, the figures published by 
the individual banks have been assembled and grouped 
under the various balance-sheet headings. Movements 
this year show an exceptional degree of uniformity, 
though as usual there are interesting divergencies of 
experience as between the different banks. The first 
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— and Deposits, etc. Acceptances, 
xeserves etc. 

1938 | 1939 | 1938 | 1939 | 1938 | 1939 
Barclays .. a 26-6 | 26-6 | 433-1 | 461°4 14:9 | 15°6 
Lloyds aa ince 25°3 25°3 | 397°7 | 433°6 40°5 29°5 
Midland .. oe 27°6 27°6 | 462-7 | 496°3 17°2 17°4 
National Provincial 18-0 18-0 | 310°4 | 336°3 8-0 II-4 
Westminster si 18-6 | 18-6 | 346-2 | 366°5 | 24:2] 20> 
Coutts gts Sa 2:0 2-0 21°2 23°90 0-6 O°-7 
Glyn, Mills. . ~ I°9* I-g*| 35°8 38-1 3°2 4°7 
Martins .. ia 7°8 | 100°7 | I10°4 8-2 ’ 
District = 6-0 6-0 | 83-5 | go-8 9:0 5°2 
National .. aa 2°6 2:7 | 36°2] 36°6 I-o 0°3 
Williams Deacons. . 2:8 2:8 | 38:3] 41-6 2°0 2°3 














* Includes reduction of bank premises account. 
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table summarizes the chief items on the liabilities side of 
the balance sheets. 

Capital and reserves in most cases show no change. 
The expansion in deposits has been very uniformly 
spread throughout the banking system, all the clearing 
banks without exception showing some increase. As 
between members of the Big Five, the largest increase, 
both absolutely and as a percentage of deposits, is that 
of £35.9 million to £433.6 million shown by Lloyds 
Bank. For the Big Five as a whole, total deposits at 
£2,094 million show a combined increase of no less than 
£144 million, or almost 74 per cent. Elsewhere, the 
most striking movement is the further increase of 
£10.4 million to the new record level of £110.4 million in 
the deposits of Martins Bank, which first rose above the 
£100-million level twelve months ago. The other North- 
country institutions, the District and Williams Deacons, 
also show satisfactory increases in deposits of propor- 
tionately the same order as that of Martins. To some 
extent, as Mr. F. A. Bates pointed out in his speech at 
the meeting of Martins Bank, the increased deposits 
represent funds temporarily held by the banks’ customers 
in liquid form pending reinvestment in Government loans 
—or, Mr. Bates might have added, for payment of income 
tax. It is, of course, the readiness to hold funds idle for 
these and other purposes which, up to the present, has 
deprived the expansion in deposits of any inflationary 
character. 

As between different banks, acceptances show 
divergent movements, which may be presumed to be 
largely due to the varying nature of the items included 
under this head. There can be no doubt that the out- 
break of war, which was followed by the cancellation on 
a large scale of credit facilities for the finance of trade 
outside the sterling area, must have resulted in an all- 
round decline in acceptances proper. In addition, the 
introduction of exchange restrictions, with almost a 
virtual disappearance of forward exchange operations, 
would also tend to reflect itself in a lower “ acceptances, 
endorsements ” item. 

Turning now to the assets side, the table overleaf 
shows the position with regard to the most liquid balance- 
sheet items. 
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ENGLISH BANKERS’ CASH AND CALL MONEY 

Cash in hand , ve Money at 

and at Bank ae sont Call ee 
of England — Short Notice 
1938 | 1939 | 1938 | 1939 | 1938 | 1939 
Barclays .. ~« | Sea 58-2 14°9 Ig‘2 26-2 28-7 
Lloyds = +a 40°4 | 43-2 19°8 | 25°7]| 30°6] 30°3 
Midland .. “ 53°7 | 57°7 17°8 | 21°4] 25°1 26°3 
National Provincial | 34°3 | 36°6| 10:7] 13-7] 18:0] I9°5 
Westminster oe 37°1 37°6 12°8 16-3 | 20°8] 34:0 
Coutts on oo | 2°92] 2°06] oO°9 0°9 2O} 3% 
Glyn, Mills. . of §°5 6-2} 2:2 2°5 8-6 6°38 
Martins... oo | EXE I2°5 4°3 3°6 6-1 8-5 
District .. os | “Se 10°0 3°2 3°8 8-6 7°6 
The National --| 471 4:8 = 7 * 2*I 2°5 
Williams Deacons. . | 4°4 4°9| 2:7 3°3 5°9 7°I 








* Not shown separately. 


Though it will be seen that all the banks without excep- 
tion showed some increase in the cash holding, this was 
in most instances only just about proportionate to the 
expansion in deposits, and in some cases even fell short 
of the amount required to maintain the cash ratio at 
the previous year’s level. The substantial increase 
shown throughout the list (with the unexpected excep- 
tion of Martins) in the cheques and balances item is 
undoubtedly due almost entirely to the longer period 
for which the items now remain in transit owing to the 
removal of the clearing to the provinces. Nothing could 
emphasize more clearly than this movement the fallacy 
of including items in transit among liquid assets. It 
should be clear that for the system as a whole such items 
cancel themselves out completely, and that for an indivi- 
dual bank to regard its cheques in course of collection 
as a liquid reserve is to take into account only the pros- 
pective credits of which the bank has knowledge, while 
ignoring the prospective debits which have not yet been 
presented. 

In most cases money at call and short notice shows 
little change, the striking exception in this case being the 
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large jump from £20.8 million to £34.0 million in the 
case of the Westminster Bank. While the adventitious 
factor of window-dressing vitiates any true comparison 
from year-end to year-end, it seems probable that this 
contrasting movement reflects a real divergence of 
policy on the part of the Westminster Bank. The very 
moderate increase in the discounts portfolio of the West- 
minster as compared with the other banks suggests that 
this bank participated only to a small extent in the wave 
of bill purchases towards the end of the year, preferring 
to leave its funds on call with the discount market. 

The magnitude of the rise in discounts is the out- 
standing feature of the following table, showing the 
position of the chief earning assets :— 


ENGLISH BANKS’ CHIEF EARNING ASSETS 




















| Discounts Investments Advances 

1938 | 1939 | 1938 | 1939 | 1938 | 1939 
Barclays .. .- | 54°6] 67°6| 96:9 | 98-8 | 199-5 | 200-8 
Lloyds és .. | 41°0 | 70:2 | 107°9 |} 108-1 | 163-6 | 159-0 
Midland .. .. | 48°5 | 65-9 | 118-9 | 114°5 | 209-0 | 220°3 
National Provincial | 32:2 | 60:0} 83:4] 75°5 | 139°6 | 139°1 
Westminster big 40°9 | 45°2 | I12°2 | 103-2 | 134° | 141°5 
Coutts xs - I-o 1-6 7°6 7:0 9°3 | 10°4 
Glyn, Mills. . ei I°t I-o 10-2 11-6 9°5 II°2 
Martins... es 4°7| 7°21] 33°6!] 34:0] 44°4]| 46°3 
District .. |) 62 10°8 29°3 29°4 | 32°6] 34-1 
The National ws I*4 1-7 | 14:2] 14:2] 17°3] 16:8 
Williams Deacons. . 1-6 2-6} 31-6] 1-4 |] 14:2] I4°1 




















The expansion in discounts is most striking in the case 
of the National Provincial Bank, whose bill portfolio at 
£60.0 million has been almost doubled on the year. 
Among the Big Five the smallest movement is the 
increase of only £4.3 million in the case of the West- 
minster Bank, but, as already explained, the exception- 
ally large increase in this bank’s call money means that 
the increase in money market assets taken as a whole is 
roughly the same as for the other large banks. The higher 
earning assets are remarkably little changed on balance. 
For the Big Five as a whole, advances show a combined 
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increase of only £15.2 million to £861.0 million, while 
two members of this group actually show a slight 
decrease. While there has undoubtedly been a substan- 
tially increased demand for accommodation from indus- 
tries engaged on war work of various kinds, this has 
obviously been offset almost entirely by a reduction of 
bank loans to industries adversely affected by war 
conditions. This being the case, the analysis of bank 
advances published for some years past in the Bank of 
England Statistical Summary would be of especial 
interest, but this has unfortunately not yet appeared, and 
it is to be hoped that the bank chairmen in their speeches 
will decide to give us some information on this question. 
On the outbreak of war there was inevitably a keen 
demand for temporary accommodation, but by the end 
of the year a large part of these loans must have been 
repatriated. Mr. Bates, of Martins Bank, mentioned, for 
example, that the advances of his bank, which on the 
balance-sheet date stood at only £46.2 million, had at one 
time been somewhat in excess of £50 million. In most 
cases the very moderate increase in advances has been 
offset by a reduction in investments, so that the two main 
earning assets together show little change. 


ENGLISH BANKING PROFITS AND APPROPRIATION 


(000’s omitted) 























* Includes any change in undistributed profits. 











| | Contin- Other 
Net Profits | Dividends | Appro- 
| gencies “ot el 
| | priations* 
S eee 
} | | 
} “it | , | 
| 1938 | 1939 | 1938 | 1939 1938 | 1939 1938 | 1939 
sil | | 
Barclays | 1,926 | 1,755 | 1,510 | 1,432 | 250 | 200 | 166 | 153 
Lloyds .. | 1,705 | 1,590 | 1,303 | 1,248 | 300 | 350 | 103 | —8 
Midland oe 2,440 | 2,181 | 1,758 | 1,667 | 500 | 500 | 187 14 
National Provincial 1,772 | 1,719 |} 1.422 | 1,422 | — | — | 350 | 297 
Westminster 11,557 | 1,470 | 1,127 | 1,005 | — | — | 431 407 
Martins 873 | 876 | 603 624 — | - | 270 252 
District 599 | 490 | 377 | 357 | | —— | 132 | 133 
The National 210 194 180 | 165 tm 2 2s oe 
| | 
Williams Deacons 301 299 | 234 | 234) — | = 67 | 64 
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This lack of any increase in earning assets is only one 
of many factors which made 1939 on the whole an 
unfavourable year for bank earnings. Special factors 
tending to depress profits were high A.R.P. expenses, 
including costs of evacuation and decentralization, the 
loss of much foreign business, and at one time the 
depreciation in gilt-edged, though on balance this was 
fortunately slight. In the circumstances, the profit 
figures shown in the previous table must be considered 
very satisfactory. 


The position is even better when it is considered that 
the apparent decline in profits was in most cases due 
entirely to the increased burden of income-tax, including 
N.D.C. or E.P.T. As will be seen from the following 
table, compiled by The Financial News, only the Midland 
and the National Provincial, among the Big Five, would 
appear to have suffered any reduction at all in published 
profits, gross profits for the group as a whole showing an 
increase of £292,000. 


COMPUTED EARNINGS BEFORE TAX 
(000’s omitted) 

















| } 
Peak : | Slump | , 
haa >| 1936 I 1938 Ic 
1929 Low 193 137 3 939 
| 
: : | 
£ | £ £ | £ | & £ 
Barclays .. aN .. | 2,910 | 2,070 | 2,480 | 2,960 | 2,790 | 2,890 
Lloyds - an .. | 3,180 | 1,920 | 2,20 0 2,540 | 2,480 | 2,575 
Midland... - ++ | 3,330 | 2,690 | 3,230 | 3,450 | 3,550 | 3,540 
National Provincial .. | 2,310] 1,650] I "880 2,100 | 2,000 | 1,977 
Westminster ee ne 2,700 | I 1,950 2,270 | 2,420 | 2,200 | 2,390 
| | 
é 
Total .. ++ | 14,430 | Io, 280 | 12,150 | 13,500 | 13,080 | 13,372 
| 


All the clearing banks maintained their final dividends 
at the same rate as the interim distribution. In the case 
of Martins, however, this meant a total distribution for 
the year of 15 per cent., against 143 per cent., since the 
half-yearly distribution was raised to 73 per cent. only 
in the second half of 1938. Bank shareholders, however, 
benefited to a slight extent by the fact that income-tax 
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was deducted from the interim distributions at the 
standard rate of only 5s. 6d. then in force, and no adjust- 
ment was made on this account in the final dividends. 

The three large discount houses, it will be seen, all 
show an improvement in net profits, which is the most 
striking in the case of Alexanders Discount, whose profits 
in 1938 were struck after a transfer of £300,000 from 
investment reserve. 








Profits | Deposits, etc. — | Bills* 





























1938 | 1939 | 1938 | 1939 | 1938 | 1939 | 1938 | 1939 
Alexanders ‘a .- | 155t] 177 | 31°3 | 3I1°r | 9:8 | 5:8 | 22°8 | 26-8 
National aia -- | 195$| 196f] 41-2 | 43°9 | 5°2 | 5°7 | 37°0 | 39°1 
Union .. ws .. | 261 | 275 | 51°5 | 66°8 | 6°3 id lain 61-2 











* Excluding rediscounts. 
t After transferring £300,000 from investment reserve to provide for 
depreciation of securities. 

t Rebate carried forward not shown separately. 


The feature of the discount companies’ balance-sheets is 
a striking decline in investments as a proportion of total 
assets. In only one case, that of Alexanders, was there 
an actual decline in the securities holding, the fall in the 
investments proportion being due to a large extent to 
the marked increase in the Union Discount’s bill port- 
folio from £44.5 million to £61.2 million. Not only has 
the increase in the tender Treasury bill issue meant a 
considerably larger turnover for the discount market, 
but the margin between bill rates and money rates has 
widened appreciably, from 0.1 per cent. in 1938 to 0.35 
per cent. last year. 

The final table summarizes the results published by 
the Scottish banks during the year. 

The widely varying accounting tables make it point- 
less to aggregate figures or to attempt any general com- 
parison with the movement shown by the British banks. 
A review of Scottish banking during the past year was 
contained in the November, 1939, issue of THE BANKER. 
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SCOTTISH BANKING RESULTS 
Discounts 
Profits Deposits Cash and 
Advances 
70° 20981999 1938 | 1939 | 1938 | 1939 | 1938 | 1939 
an . . ‘ 
Bank of Scotland .. | 313 | 306 | 39°3 | 37°9 | 5°6| 5°9| 10°7 | 10°3 
(To Feb. 28th) 
British Linen Bank.. | 290 | 277 | 38-2 | 36°5 | 9°9 | 10°2 | Io-I |} I0°5 
(To Jan. 14th) 
Clydesdale Bank... | 317 | 314 | 35:6 | 38-2 | 6-3] 7:6] 13°60] 14°4 
(To Dec. 31st) 
Commercial Bank .. | 381 | 353 | 44°71 45°1 | 7°4| 8-8 | 14°4 | 14°3 
(To Oct. 31st) 
National Bank 293 | 283 | 38-3 | 37°8 | 6°3| 6°4] 14°1 | 14:0 
(To Nov. rst) 
North of Scotland .. | 242 | 236 | 29-1 | 26-6] 4:9] 5:3] 7°5| 8:2 
(To Dec. 31st) 
Royal Bank .. 613 | 606 | 69-9 | 69:0 | 8-0} 8-2 | 30°9 | 30°2 
(To mid-Oct.) 
Union Bank 313 | 310 | 33°4 | 33°2 | 7°8 | 7°5 | 11°06] I1°3 
(To April Ist) 














South American Banking 
WV vcui the passage of some four months since the 


outbreak of the European War, the main effects 

upon South American conditions are now 
becoming more clearly defined. Firstly, trade with 
Germany (formerly conducted mainly on a ‘ ‘ compensa- 
tion” basis) has practically disappeared, so that a unique 
opportunity is presented to Britain to recapture the 
important proportion of the Latin American import 
markets lost to Germany over recent years, although 
competition from the U.S.A. and other neutral countries 
is naturally becoming more intense. Secondly, in view 
of the difficulties of obtaining goods from Europe, there 
is a tendency for restrictions upon importation to be 
relaxed. Finally, the Latin American countries stand to 
benefit by the higher demand and prices for essential 
commodities, their increased purchasing power having 
already led to an all-round improvement in the values of 
their currencies, which in turn has resulted in a general 
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appreciation in British capital investments there, and 
also to prospects of an easing in the remittance situation 
and liquidation of frozen commercial debts. Mainly 
because of heavy purchases by the Allies of meat and 
wheat, improvement has so far been most noticeable in 
the River Plate countries—particularly Argentina— 
whereas Brazil and Chile are faced with the problem of 
finding foreign markets to replace Germany, which was 
an important consumer of their products, such as coffee 
in the case of Brazil and barley and copper, etc., from 
Chile. 
ARGENTINA 

Purchases by Britain and France of meat, etc., from 
Argentina have been so important that, on a reciprocal 
basis, the amount of sterling exchange available is now 
more than ample to pay for imports from Britain, and, 
indeed, the problem is rather how sterling exchange 
supplies are to be fully utilized, although the Argentine 
Government has made it clear that its trade policy in the 
future will be directed towards maintaining purchases 
from the Allies at as high a level as possible, and the 
effective machinery for this exists in the present system 
of prior permits for all imports. Due to the temporary 
difficulties of adjustment to control measures, etc., 
British goods yielded first place to U.S.A. goods in the 
Argentine import list in October (at 12,597,000 pesos, 
against 18,205,000 pesos), but there was a marked 
recovery in imporis of British goods in November to 
15,058,000 pesos. Two adverse factors, however, are the 
sharp rise in prices of British manufacturers and the 
long term required for deliveries. Opposition from the 
farming community of the Middle West has caused a 
definite breakdown in the negotiations between the 
U.S.A. and Argentina for a reciprocal Trade Agreement, 
so that American exporters will lack the important 
weapon they had hoped for to assist their further pene- 
tration into the Argentine import market. Over the first 
eleven months of 1939 British goods represented 20.1 per 
cent. of total Argentine imports, against 18.3 per cent. in 
the like period of 1938, while the respective percentages 
of American goods were 16.4 and 17.9 per cent. 

Commodity prices and stocks were promptly con- 
trolled in most South American countries following the 
oubreak of the war. In Argentina, the Government has 
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fixed maximum retail prices for many articles. While im- 
porters would have been content if such action had been 
limited to foodstuffs, they complain that its application to 
other branches of the import trade disregards the in- 
creased costs arising from the war. Hence, there is some 
disinclination to sell at prices which are considered 
uneconomic. This and other problems relating to the 
import trade may, however, be considered as temporary, 
and will doubtless soon be adjusted in line with pre- 
vailing conditions. Oversea transport is, of course, 
difficult, but it is realized that the maintenance of much 
South American oversea trade is largely dependent upon 
the British convoy system. 

Due to adverse weather conditions, the forthcoming 
harvests of wheat and linseed in Argentina will probably 
turn out to be poor. On the other hand, it is generally 
believed that a prolonged European war may bring as 
marked a rise as in 1914-18 in the prices of the country’s 
export products, with a consequent improvement in the 
balance of payments. In this event, Argentina may be 
enabled to redeem a large part of her foreign debt, as 
well as of the private capital invested in the country—a 
matter of great importance to British traders and 
investors, particularly in Argentine railways and other 
public utility companies. In the first eleven months of 
1939 the favourable trade balance already amounted to 
nearly 222,000,000 pesos (say, £14,000,000 sterling), com- 
pared with an adverse balance of 54,000,000 pesos over 
the like period of 1938. 

The Buenos Aires Stock Exchange closed the year 
with a buoyant tone. Mainly due to the huge turnover 
in shares, transactions on the Exchange in 1939 exceeded 
the level of 1,000 million pesos for the third time in the 
history of the Institution. The Argentine banking posi- 
tion continues normal and liquid under the sound and 
progressive zegis of the Central Bank. The buoyancy of 
general business conditions is shown by the increase to 
40,716 million pesos in cheques cleared through the 
Buenos Aires Clearing House during the year 1930, com- 
pared with 38,183 millions in the year 1938. Deposits of 
the commercial banks at the end of October, 19309, totalled 
4,061 million pesos, against 4,018 millions at the end of 
June; total loans, 3,144 million pesos, against 3,141 
millions; and total cash in hand 836 million pesos, against 
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760 millions. The reserve position of the Central Bank 
remains very strong, the ratio of gold and foreign ex- 
change to note circulation and other sight liabilities at 
end-October, 1939, having risen to 78.05 per cent. from 
76.88 per cent. at end June . 


URUGUAY 

Banking conditions in Uruguay continue normal, 
whilst it has been officially announced that, during the 
present exporting season, exchange quotations in the 
“controlled” market are to be maintained at present 
levels. German contractors have reported their inability 
to continue with the important Rio Negro Hydro- 
electrification scheme, whereas, on the other hand, the 
recent large purchases by the British Government of 
farm products are leading to more satisfactory exchange 
quotas in cover of imports from Britain. 


CHILE 
Latest available figures of Chile’s foreign trade cover 
the first nine months of 1930, and therefore do not reflect 
the effects of the war. Exports declined during the nine 
months, but since imports fell even more sharply the 
recorded—but not effective—export surplus at end- 
September last was 173,000,000 pesos (of 6d. gold) 
against I41,000,000 pesos twelve months previously. 
With the disappearance of “compensation” business 
with Germany, the virtual stranglehold of the latter upon 
Chilean import markets has been relaxed. Hence, in 
regard to the difficulties experienced by importers of 
British goods for some time past, it is now understood 
that the exchange control authorities no longer dis- 
criminate against goods of British origin. There is, 
however, still a shortage of dollar and sterling cover, and 
it would undoubtedly assist British export trade to Chile 
if Britain could see her way to purchase Chilean agri- 
cultural produce which in recent years has been diverted 
to Germany. 
PERU 
Peru is promised a continued period of stability and 
economic expansion by the recent election as President 
of Dr. Manuel Prado, who has the support of the retiring 
President, General Benavides, under whose six years’ 
mandate remarkable progress has been recorded. The 
programme of public works is being actively pursued, 
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particularly transport and irrigation undertakings, while 
production and exports of precious and base metals, as 
well as petroleum, continue to expand. The reserve 
position of the Central Bank is very strong, and, with 
sales of the current cotton crop at ever-rising prices, as 
well as substantial sales of sugar abroad, the exchange 
value of the currency has recently shown steady 
improvement, and there is optimism in the general 
outlook. 
BRAZIL 

In a recent review of achievements in Brazil during 
the first two vears of the new Constitution, President 
Vargas stated that the Government had endeavoured to 
encourage profitable enterprise and to increase the 
national wealth, instancing the greater diversification of 
Brazil’s agricultural and pastoral production as well as 
the output of iron ore, steel and coal. Special efforts had 
been made to relieve the transport problem, and the 
Government had decided to utilize the facilities afforded 
under the recent Commercial Agreement with the United 
States in order to acquire ships and railway rolling stock. 
The operations so far effected in this connection 
amounted to about U.S.$10,000,000, and were on a short- 
term credit basis, repayable from the proceeds of Brazil’s 
exports. President Vargas added that the Government 
was considering the creation of a Central Bank, which 
would be entrusted with the issue and control of the 
national currency, and to which the Issue and Redis- 
count Departments of the Bank of Brazil would be 
transferred, enabling the latter Institution to function 
again as a commercial bank. Recent statistics of com- 
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mercial banks for the whole of Brazil are not available, 
but those for the State of Sao Paulo—the chief commer- 
cial district—show that new high records were being 
established by fixed deposits as well as by loans, the latter 
indicating that increased opportunities had become 
available to invest money profitably. 

Brazil's trade figures are much more encouraging, 
and give rise to hopes that discussions regarding the 
service of the external debt, which were interrupted on 
the outbreak of war, may be resumed. Due to an increase 
in exports, coupled with a contraction of imports, Brazil’s 
trade balance as at end-October, 1939, was favourable 
to the extent of £5,923,000 (gold), against only £421,000 
(gold) twelve months previously. The considerable 
expansion in the favourable balance of trade has assisted 
towards an improved exchange position. This should 
remove any unjustifiable fears on the part of exporters 
that their funds may be blocked in Brazil, particularly 
as foreign concerns operating in Brazil have been 
officially requested to state their exchange requirements 
in respect of profits, dividends, etc., for which purpose 
remittances are now being allowed within the amount of 
available exchange. 

It is, however, still too early to predict the full effects 
of the war upon Brazil’s trade. While there may be less 
demand for certain export products such as sugar and 
oranges, this has been partly compensated by increased 
exports of cotton, meat, lard, hides, minerals, maize and 
castor-seed. The local price of cotton in Sado Paulo has 
already risen by well over 40 per cent. since the war 
started. 

Coffee, however, remains an outstanding exception to 
the general upward trend of commodity prices since the 
war began. The outbreak of hostilities found many 
coffee-consuming countries with reduced stocks, which 
induced them to buy freely because of fears of a shortage 
of transport facilities and increased freight charges. 
Brazilian shipments, which for some weeks rose to a high 
level, are now sharply contracting. There are still large 
stocks in Brazil, while future available supplies will be 
sufficient for demand, although the current crop may— 
because of rain—be less than the estimate. Present 
prospects are that the following crop is unlikely to exceed 
the requirements of the export trade. 
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Irish Banking Problems 


By Professor G. A. Duncan 


HE growth of Irish banking has been conditioned 
| by certain salient features of the economic and 
social background. First, keenly competitive 
branch-banking has led to a great proliferation of bank 
offices. Secondly, although the distribution of deposits 
and advances by size is not made known, there exists an 
indisputable predominance of small accounts. Thirdly, 
a century’s changes have weakened but not destroyed 
the prime significance of agriculture on both the active 
and passive sides of banking operations. In January, 
1937, advances to “farmers” constituted 26 per cent. 
and their deposits 30 per cent. of the totals in Southern 
Ireland, “ farmers” thus being on balance considerable 
creditors of the banking system. The second and third 
of these features are closely associated, and are probably 
less marked in Northern than in Southern Ireland, 
although no direct statistical evidence is publicly avail- 
able. Probably the share of “industrial ’” customers in 
the South has increased recently, but this again is not 
traceable in public records. Welcome as such diversifica- 
tion of banking assets may be, the gratification is not 
altogether unalloyed—concerns whose prosperity de- 
pends largely on political favour are not always the most 
eligible of customers. 

In such conditions, bank administration cannot be 
cheap. In 10934, salaries in Southern Ireland alone 
amounted to £1,536,000, from which may be inferred a 
total salary bill of well over £2,000,000, representing a 
charge of some 1} per cent. on all earning assets—a suffi- 
cient refutation of our “costless credit” cranks. The 
“cost of credit” is further raised, particularly against 
agricultural borrowers, by certain incidental circum- 
stances—the inacceptability, under present social and 
political conditions, of land as a security; the widespread 
use of bills requiring renewal at relatively short intervals: 
the freezing of a certain fraction of the advances made in 
1918-21. Nevertheless, and in spite of very vocal com- 
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plaints based largely on certain elementary misunder- 
standings, the Banking Commission of 1934-38 concluded 
after an exhaustive investigation that the interest rates 
charged for bank accommodation in Ireland compared 
very favourably with those ruling even in the United 
Kingdom and the United States, an approximate weighted 
average (Southern Ireland only) coming to 4.4 per cent. 
for December, 1935. 

A primary technical feature has been the predomin- 
ance of the “savings bank” aspect, particularly after the 
inflation years of 1914-21. Statistically, this appears in 
the form of a high proportion of “ deposit ” to “current ” 
accounts. In Southern Ireland (no figures are ayailable 
relating to the North) the monthly average of “ ordin- 
ary’ current accounts (excluding public accounts and 
special emergency deposits) was in 1932 £18.8 million, 
or 15.4 per cent. of the total “ordinary” deposits, rising to 
£22.3 million (19.5 per cent.) in 1936. Another primary 
feature, deriving from this complex of circumstances, has 
been the predominant position among banking assets 
occupied by investments, mainly in “ foreign” securities. 
Returns made to the Currency Commission in Dublin 
since January, 1932, indicate a distinct difference 
between Southern Ireland and “elsewhere,” but it is 
unfortunately impossible to break up the global “ else- 
where ”’ figures into operations in Northern Ireland and 
operations in Great Britain (particularly London). 

Wide diversities of practice and experience between 
the different banks also exist. In all these comparisons 
there is an element of uncertainty arising from the lack 
of uniformity in the banks’ treatment of “ money at cali 
and short notice” and of Treasury bills in their balance 
sheets. This situation has interesting repercussions. The 
exceptionally large proportion of interest-bearing de- 
posits necessarily influences the rates that must be 
charged for accommodation. The high proportion of in- 
vestments has been due mainly to the difficulty of finding 
a sufficiency of active, solvent borrowers, although fre- 
quently attributed by “ nationalist” critics to a perverse 
refusal to “support home industry.” Such misplaced 
criticism not only ignores the banker’s pecuniary 
interest in finding active employment for his resources 
but denies his right and duty to accommodate only 
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borrowers who may reasonably be expected to meet their 
obligations, setting up instead some arbitrary and sub- 
jective test of “national” or “social” quality as the 
criterion of creditworthiness. Where, as in the case of 
Ireland, a banking system is chronically “ under-lent,” 
the fear of dangerously inflationary movements develop- 
ing through the ordinary operations of the banking 
system is remote, and the need for any centralized 
control through a central bank is no more apparent than 
the likelihood of its success. In the absence of a domestic 
supply of gilt-edged stocks, these massive investments 
have perforce flowed into sterling assets, which are now 
the foundation of the Irish banks’ liquidity. Changes 
in their net amount are the most significant indicator of 
changes in the Irish banking position, much as gold 
movements under a free gold standard. Unfortunately, 
it is not possible to ascertain the appropriate figures for 
the whole island. 

This paucity of published statistics is regrettable. 
Most of the figures quoted above are derived from the 
statements specially prepared by the Joint Standing 
Committee of the Irish banks for the use of the Banking 
Commission of 1934-38 and published in its report, but 
their publication has not been continued. It would bea 
considerable public service if the Joint Standing Com- 
mittee undertook, as it could do better than any official 
agency, the publication of statistical series describing the 
salient features of banking in the whole island and in 
each of its political sections. 

Recent experience in Southern Ireland has been 
dominated by the “ Economic War ” and its aftermath. 
The banking position has been unfavourably affected by 
a deterioration in the ability and willingness of debtors 
to face their commitments and in customers’ capacity to 
save, and by deficits in the external balance of pay- 
ments. The deterioration, as was foreseen by the Bank- 
ing Commission, is largely the direct result of Govern- 
ment policy. The deficits (which would probably have 
occurred to some degree in any case during an agricul- 
tural depression) have been accentuated by “ expan- 
sionist ” public expenditure, which has concurrently (in 
conjunction with the shift of income from rural to urban 
workers promoted by Government policy) stimulated the 
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note circulation. Hence has come a certain contraction 
of banking business and profits, only partially offset by 
the growth in sweepstake business (which is highly pre- 
carious) and “ industrial ” business (of a sort that cannot 
be regarded without misgiving) and public borrowing 
(which, apart from its inflationary risks, is less eligible 
business than holding sterling securities, on account of 
the narrowness of the market in domestic Government 
securities). 

There has been a clear loss of foreign assets, even 
allowing for the transfer of securities to the Currency 
Commission in payment for legal tender notes. (This 
circumstance, as well as the heavier rates of taxation 
imposed on bank notes since 1928—now costing the 
banks some £130,000 more annually than in 1927—must 
be taken into account in considering bank profits). The 
significance of this loss is often both exaggerated and 
minimized by interested parties. Technically, a shift on 
the moderate scale which has as yet occurred is probably 
of slight importance. It has possibly increased income 
at some small cost of liquidity. Its economic significance 
depends on the answers to the questions: What use has 
been made of the funds repatriated? and: Has this re- 
patriation weakened the power to replenish foreign hold- 
ings? Discussion of these vital issues has been hope- 
lessly befogged by the endless metaphorical uses of the 
terms “ assets” and “investments.” Full critical exam- 
ination being impossible in the space at our disposal, it 
may be best to set down briefly a categorical judgment 
(necessarily somewhat impressionistic) on some impor- 
tant points: (i) In the early years of the Economic War 
some of the loss was due to the direct transference of 
assets and more to maintenance of domestic consump- 
tion in the face of falling incomes. More recently the 
limited degree of recovery possible within the restrictive 
framework of public policy has failed to restore the level 
of savings. These features have definitely impaired the 
banking position as well as the general economic situa- 
tion. (ii) Much so-called “ investment ” has been applied 
either to consumers’ goods (including housing and public 
works) or to the breeding of white elephants whose 
voracious appetites have still to be fed out of open or 
concealed taxation (e.g., the sugar and alcohol monopo- 
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lies). Indeed, given the disturbed and uncertain condi- 
tions of the last ten years, it is scarcely plausible that 
much of the repatriation has been motivated by genuine 
investment contributing something to our banking 
strength and material well-being. (iii) The continuing 
net loss of banking assets (together with whatever loss of 
private assets may have occurred), in conjunction with 
the grave weakening of our export position (which is 
being only partly remedied by the new war conditions) 
is an important symptom of disequilibrium, and directly 
threatens our import capacity. 

Of the banking system’s immediate problems, the 
first is the reduction of expenses. The declining trend of 
earnings is only too clearly evident in the statistical 
tables at the end of this article. The automatic working 
of the 1920 scale of salaries, the relief of salaries from 
income tax, additional war-time expenditure and the 
shrinkage of earning assets make systematic economy 
necessary if earning power is to be conserved. Some- 
thing has already been done in this direction by the 
agreed closing of branches. The second problem is the 
banking system’s attitude to the borrowing demands of 
public and quasi-public authorities. Here there is no 
space to discuss the delicate calculus of resistance, 
counsel and acquiescence involved. A third problem 
arises from the realization that a securely-founded 
expansion of bank activity and profits can come only 
from an expansion in the productivity and improve- 
ment in the creditworthiness of agricultural customers. 
Almost certainly this war will not see a phenomenal in- 
crease in agricultural incomes like the last; at the moment 
there is even reason to fear that political factors will 
confine any such expansion within narrow limits. The 
immediate risk for the banker is the possibility that, 
owing to the exhaustion of agricultural resources in the 
economic war, significant expansion of production in 
agriculture is impossible inside a relatively short period 
without lavish extension of credit for re-stocking, etc. 
Since potential borrowers are not in a very creditworthy 
position, this creates a real dilemma. It seems inevitable 
that the banks will have to take greater risks in their 
agricultural loans. 
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Ireland and the Exchange 
Restrictions 
By W. W. Syrett 


NY discussion of Eire’s position in relation to the 
British exchange restrictions brings one up imme- 
diately against the anomalous political status of 

the country. Eire’s status is less clearly defined than that 
of any other English-speaking people. As far as her 
relationship towards the British Commonwealth of 
Nations is concerned, none of the standard definitions 
seems to describe her aptly: she is neither Dominion, 
Colony, Mandated Territory, Protectorate nor Protected 
State. Although the last-mentioned description most 
nearly fits, it conveys a wrong impression of the actual 
relationship existing between her and the United King- 
dom. No convenient phrase can cover both her neutrality 
in the war and the predominant economic influence of 
the United Kingdom. London financial circles, particu- 
larly official ones, have been loth to claim Eire as a 
sterling-area country. Even the latest definition of the 
area omits any reference to Eire, and bankers have been 
left to their own judgment on the matter. In practice, 
they have decided to regard her as being part of the bloc 
for purposes of the Defence (Finance) Regulations, with 
the negative encouragement arising from tacit assent in 
official quarters. 

For her part, Eire appears to have displayed more 
initiative. At the Banking Commission the Irish pound 
was referred to as “sterling painted green.” This prin- 
ciple has been acted upon since the outbreak of war by 
the adoption (if somewhat belatedly) of E and Er forms, 
which are exact copies of those used in the United King- 
dom, except that they are printed upon green paper. It 
is thus safe to include Southern as well as Northern 
Ireland in the “ sterling-area,” the former on the basis of 
voluntary adherence. 

The outbreak of war found the British Isles divided 
into three administrative areas (Great Britain, Northern 
Ireland and Eire) for the purpose of the regulations 
governing finance. The banking structure is of such a 
nature as to make this necessary. Some of the Irish 
Banks are predominantly Northern, others predomi- 
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nantly Eireann, and two have head offices in London; 
one is, in fact, a British clearing bank with over twenty 
branches in England. The position is complicated by 
the control over certain Southern and Northern banks 
vested in the hands of the largest clearers. 

The six banks having branches in Northern Ireland 
administer the United Kingdom regulations by means of 
the same forms that are used in England. These banks 
do not run a position in foreign currencies in connection 
with exchange operations arising from their business in 
this area; they cover both sides of their turnover, directly 
with the Foreign Exchange Control in London, or 
indirectly through London agents. Their names appear 
on the list of dealers authorized to undertake exchange, 
and on the list of banks appointed to approve Form Er 
for sterling transfers. The credits they open are sub- 
mitted to London; their customers have been required 
to surrender balances in the designated currencies, and 
to register their foreign securities. A wit in Dublin is said 
to have accused a compatriot of taking his capital to the 
North in the form of cattle during the “trouble,” but 
to have returned with it now in the guise of a dollar draft. 
The point becomes apparent when the position in Eire 
is examined. 

Simultaneously with the introduction of the Defence 
(Finance) Regulations in the United Kingdom, powers 
were vested in the Dublin Ministry of Finance very 
similar to those given the British Treasury. The absence 
of a central bank in Eire renders the application of prin- 
ciples less easy of delegation than is the case in England. 
Actually, certain Irish orders proclaim that the principles 
of defence are the same as those elsewhere in sterling- 
area, but the detailed application is left more to the 
commercial bankers upon a _ basis of individual 
interpretations. 

There has been no mobilization by the Dublin 
Finance Minister of overseas resources, notwithstanding 
his express powers to call upon private holders of gold, 
foreign exchange and foreign securities. But the regula- 
tions are applied as a sort of “ valve” operable in one 
direction only. Residents can sell to the banks gold, 
dollars, and other currencies, and foreign currency 
balances arising from securities marketable overseas. 
They cannot buy gold; they can only buy foreign 
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exchange for the purposes laid down in the United 
Kingdom regulations. 

The net effect is fairly satisfactory from the viewpoint 
of the conservation of resources. The Irish banks, like 
those in the West Indies, South Africa, Australia and 
other parts of sterling-area, can run balances with agents 
outside the area, and, in fact, do hold balances whose 
fluctuations stand in strong contrast with the stable 
exchange position of United Kingdom banks. Neverthe- 
less, the loss of profits which results from locking up 
assets in such a form places a definite limit on their size, 
and this upper limit is soon reached. And any surplus 
(particularly of the United States dollars, which represent 
Fire’s main exchange interest apart from London funds) 
eventually comes to be sold by one of two or three routes 
to the United Kingdom Foreign Exchange Control. 
Generally speaking, the Irish banks buy dollars from 
their customers and (Eire having a favourable balance 
of payments with the United States) are required to sell 
back only a proportion of these. The surplus is sold 
directly or indirectly to the Foreign Exchange Control 
in London. 

The Department of Finance, unlike the Bank of 
England, does not maintain its own foreign currency 
accounts abroad for control purposes. (At one time, 
suggestions were put forward that a departure of this 
nature should be made, but it appears to have been 
thought that such a change would set up redundant 
machinery.) Instead, the banks on the authorized list 
make a return to the Minister showing their exchange 
transactions in specified currencies. Without causing 
undue complications, the Minister can thus follow 
developments, whilst ensuring the eventual direction to 
United Kingdom control of the surplus arising from 
Ireland’s creditor position. 

In operating their system, the Eire banks use the 
green E forms,* forwarding the originals to their London 





* Since the above was written, arrangements have been made 
between the Eire Government and the Bank of England, by which 
exchange transactions will be authorized in Dublin. This brings the 
Eire mechanism into line with general sterling-area procedure: in 
practice, it will not be necessary for Eire banks to send customers’ 
E Forms to London when they desire to replenish their foreign 
balances in specified currencies. All they need now do is to apply 
in their own names for such total sums as they require, on balance, 
in order to avoid depletion of their Nostro Accounts. 
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bankers when they buy exchange. Customers who 
import are required to produce invoices and customs 
entry forms, which are attached to the duplicate E forms. 
For sterling transfers, Er forms are used, which have 
recently been assimilated to the new United Kingdom 
form introduced on January 8. 

When an Lire resident wishes to sell foreign securities, 
the dependence of his Stock Exchange upon London 
operates to prevent any leakage of resources. According 
to precedents now established, it would seem that the 
pr ceeds of any dollar or other foreign securities which 
are held overseas when sold come within sterling-area 
control in the indirect manner already described. The 
export of any securities in the actual possession of the 
resident or his banker is subject to permit of the Finance 
Ministry, and the stockbroker is required to sell the 
resultant exchange to an authorized Eire dealer, quoting 
the permit number. Purchases of foreign securities are 
severely curtailed; Eire residents are not in a position 
to register such securities with the Bank of England, 
neither can they buy securities so registered. They can, 
in effect, only buy what other residents wish to sell. 
American shares are a difficult market in Dublin, and it 
would seem that there is here an unjust application of 
the “sterling-area ” principle. It would have been more 
equitable had sterling-area residents been allowed to 
purchase foreign securities from prior owners elsewhere 
within that area, thus putting the market in United States 
shares on a wider basis. 

In contrast to this narrow interpretation of “ sterling- 
area ’”’ for purposes of securities and their transfer is the 
wide net thrown out for the approval and/or registration 
of credits. Generally speaking, any exchange trans- 
action which is not contrary to the local regulations in a 
sterling country is admissible for exchange control pur- 
poses. With commercial credit applications, the approval 
of the Bank of England is not necessary if the relative E2 
has been locally approved in the other state; for 
example, a credit approved in Australia to finance in 
London the sg of Australian imports from the 
U.S.A. need only be registered with the Foreign Ex- 
change Control. The commercial bank opens the credit 
as soon as local approval is obtained, subsequently 
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registering with the Control as a matter of co-ordinating 
routine. 

Eire is not in a position to take full advantage of this 
registration system, as there is no means by which the 
credits can be approved in Dublin. No separate E2 
forms are printed in Eire, and so the United Kingdom 
forms are pressed into a service wider than was intended. 

Although in their application the Eire regulations are 
not governed by such detailed instructions as the corre- 
sponding regulations in England, the net effect is to con- 
serve Overseas resources and add any accretions to the 
balances passed to the United Kingdom Control. Since 
mobilization of Irish savings and other accounts abroad 
might have undesirable repercussions, it is perhaps more 
judicious for the Minister of Finance not to disturb the 
holders. He makes the best of two worlds by so doing; 
for Eire banks profit by access to London’s official 
exchange markets, and the resources behind the 
country’s creditor position remain unimpaired to meet 
any drain upon her economy in which she might feel 

erself more directly affected than by the present war. 


INTERNATIONAL BANKING 


UNITED STATES 


HE balance sheets of the leading New York banks 
show a sharp increase during the past year. For 
the ten leading commercial banks (Chase National 
Bank, National City Bank, Guaranty Trust Company, 
Bankers’ Trust Company, Central Hanover Bank, Manu- 
facturers’ Trust Company, Chemical Bank, Irving Trust 
Company, First National Bank and Bank of Manhattan) 
the combined expansion is from 10,409 million dollars to 
12,882 million dollars. This increase is attributable 
almost entirely to the influx of refugee money. In fact, 
the increase is almost identical with the amount of the 
gold influx during 1939, which was about 24 milliard 
dollars. Considering that practically all refugee money 
is deposited with the leading New York banks, the simi- 
larity of the amounts is no mere coincidence. 
02 
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The bank figures show little reflection of the revival 
in trade following the outbreak of the war, which did 
not result in any noteworthy increase in loans and 
advances. The additional deposits find their counter- 
part to some extent in increased holdings of United States 
Government loans, but usually they were kept in an 
essentially liquid form, in cash or in balances with banks. 
At the end of 1939 about one-third of the total deposits 
of the ten leading banks was invested in United States 
Government loans, while 46 per cent. was kept idle in a 
liquid form. Although in comparison with the end of 
1938 there was actually a slight decline in loans and 
advances, this does not mean that there was no credit 
expansion as a result of the war. During the first half 
of 1939 advances declined from 2,884 milliard dollars to 
2,627 milliard dollars, and it was mainly during the last 
quarter that the amount recovered to its end-year level 
of 2,863 milliard dollars. 


FRANCE 


The recovery after the first shock of the outbreak of 
the war is indicated by the appreciation of French bank 
shares. The shares of the Bank of France, which at one 
time in September dropped to 5,740 francs, are now 
quoted some 3,000 francs higher. Although most shares 
are still below their level of twelve months ago, the 
recovery is an impressive indication of the financial 
stability in France. 

It is worth noting that the extent to which the Bank 
of France was called upon to finance end of year require- 
ments was distinctly smaller than during the last few pre- 
war years. It may be noted also that the extent to which 
war expenditure is financed with the aid of advances 
from the Central Bank has been negligible. It was not 
until the end of the year that the Treasury availed itself 
to the comparatively modest extent of 2.4 milliard francs 
of its right to draw upon the Central Bank. This com- 
pares very favourably with the end-year requirements 
of the Treasury during past years prior to the financial 
reconstruction carried out by M. Paul Reynaud. The 
gold reserve of the Bank of France continues to be under- 
valued, so that there is a substantial hidden reserve, 
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though this could, of course, be realized only by credit 
expansion in one form or another. 

As a result of the influx of capital since the outbreak 
of the war money has been plentiful, and there was no 
need for private borrowers to utilize the facilities of the 
Bank of France to any large extent. Having recovered 
from the first shock, the commercial banks are once more 
prepared to lend to customers, though the demand for 
credit is, if anything, smaller than before the war. The 
Central Bank’s rediscounts declined from nearly Io 
milliard francs at the end of 1937 and 8 milliard francs 
at the end of 1938 to no more than 5.15 milliard francs 


at the end of 19309. 


SPAIN 


Progress is being made towards the restoration of 
normal conditions. Early in January the Spanish Gov- 
ernment took an important decision by releasing the 
accounts in Republican pesetas which have hitherto been 
blocked. These accounts are owned by banks, com- 
panies or private individuals who were resident in 
Republican Spain during the Civil War. The process of 
the release will take several months and will bring great 
relief to the Spanish economic system, which was gravely 
handicapped by the lack of resources due to the blocking 
of the liquid reserves of a large number of financial and 
commercial undertakings. Repayment will take place 
according to a schedule providing for the devaluation of 
Red pesetas according to the date of the deposit. For 
instance, deposits dated not later than October 31, 1936, 
will receive go per cent., those dated not later than Febru- 
ary 28, 1937, will receive 80 per cent., while the per- 
centage declines until it reaches a mere 5 per cent. for 
deposits of quite recent origin. Pre-Civil War deposits 
will be repaid in full. The same schedule will be applied 
for the repayment of credits granted in Republican 
pesetas. A special commissariat for the release of 
Republican deposits and claims has been created to 
supervize the operation. It remains to be seen to what 
extent the measure will produce inflationary results. It 
is hoped that a large part of the released credit will be 
reabsorbed by Government loans, and that in any case 
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the increase in the volume of means of payment will be 
accompanied by an increase of productive activity. 

A new trade and clearing agreement has been con- 
cluded with France, and a similar agreement is at the 
time of writing on the point of conclusion with Great 
Britain. Both agreements are based on similar prin- 
ciples. They provide for a very gradual repayment of 
pre-Civil War clearing debts through the working of a 
new clearing account, a small percentage of whose pro- 
ceeds will be earmarked for the benefit of old creditors. 
The clearing will cover Spanish purchases of goods from 
the French and British Empires respectively. This is 
an important innovation and is a great concession made 
to meet Spanish requirements. Owing to a shortage of 
dollar resources Spain finds it difficult to import much- 
needed food and raw materials, and the present arrange- 
ments will enable her to import these materials from the 
British and French Empires. 


SWEDEN 


The outflow of capital brought about by fears that 
Sweden might become involved in a war in connexion 
with the Russian attack on Finland made it necessary to 
reinforce the existing exchange restrictions. As before, 
these restrictions remain unofficial, but they are now 
being enforced more rigorously than in the past. The 
unofficial embargo affects only Swedish capital, but the 
Government is believed to have under consideration 
measures to prevent too sudden a withdrawal of foreign 
capital, without at the same time blocking foreign funds 
altogether. Swedish residents have been called upon to 
declare their gold, foreign exchange and other foreign 
assets in excess of 500 kroner not later than February 15. 
This is not a special emergency measure, as the Scandi- 
navian countries have for years been in the habit of 
collecting and publishing statistics on foreign assets. 
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Books 


THE Economic EFrort oF War. By R. W. B. Clarke. 
(Allen and Unwin. 7s. 6d.) 


READERS of this journal already know Mr. R. W. B. 
Clarke as a forceful and realistic exponent of the econo- 
mic problems of war. Without hesitation his present 
book can be described as the most important economic 
work to appear since the outbreak of war. It is the first 
comprehensive attempt to answer all the vital financial 
questions raised by the war: How much will the war 
cost? How far must taxation rise? How far must the 
standard of living fail? Since Mr. Clarke takes the enter- 
prizing view that any figure is better than none, he has 
given us no mere survey (though he reviews the whole 
field of policy and principle) but a brilliant piece of 
statistical pioneering. In broad outline the analysis of 
the statistical background is in accordance with that of 
Mr. Keynes in his “Economic Journal” article, but 
whereas Mr. Keynes was discussing primarily a Govern- 
ment expenditure of only £2,500 million a year, Mr. 
Clarke reckons that spending of no less than £4,000 
millions would be necessary to secure our maximum 
effort. At the peak of the war, he estimates, such a pro- 
portion of the national resources will be devoted to the 
needs of war that civil consumption will have to be re- 
duced by between 35 and 40 per cent. Here is the central 
economic problem of the war, and Mr. Clarke devotes a 
great deal of attention to its social, industrial, nutritional 
and fiscal implications. He rejects the inflationary 
method on all grounds, and advocates restriction of pur- 
chasing power by a graduated levy on earnings of all 
kinds. This levy would be graduated from Ito per cent. 
on the smallest incomes through 40 per cent. on the 
middle incomes above £5 a week to 80 per cent. and 
more on the highest incomes. 

Inevitably, this proposal invites comparison with Mr. 
Keynes’ scheme for compulsory saving. Either would 
provide a safeguard against inflation, but Mr. Clarke’s 
contention is that only taxation can achieve real social 
justice without creating a post-war problem, whereas 
Mr. Keynes would claim that only his plan would give 
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the working class some compensation after the war for 
their enhanced effort during the war period. Mr. 
Clarke’s contribution is particularly valuable because he 
explores these problems in much greater statistical detail 
and with much more regard for the facts of consumption 
of goods and services by the different sections of the 
community than has hitherto been attempted. The 
problems of man-power, of supply organization, and of 
the general mobilization of the nation’s economic re- 
sources are probably even more urgent at the present 
time. With these Mr. Clarke also deals in great factual 
detail, stressing the need for re-training hundreds of 
thousands of workers, for a much more energetic use of 
the nation’s industrial equipment, for a comprehensive 
priority policy. These needs are all crystallized into the 
demand for a Ministry of Economic Planning, which 
Mr. Clarke emphasizes repeatedly and cogently. 
Finally, there is a very interesting chapter which 
compares the resources of the belligerents and their 
economic war potentials. The conclusion is reached that 
the Allies are overwhelmingly superior, and dispose of 
preponderant potential resources. Mr. Clarke is par- 
ticularly careful to point out, however, that this does not 
mean that the Allies will win automatically. Victory can 
come, indeed, only if these resources are mobilized 
efficiently and energetically. That involves a far greater 
measure of understanding, energy and determination 
than the Government has shown yet. In the light of this 
book there can be no further excuse for lack of under- 


standing. 


BrITAIN’S ECONOMIC STRATEGY. By E. V. FRANCIS. 
(Jonathan Cape. 12s. 6d. net. ) 


THouGH Mr. Francis takes as his /eit-motiv this 
country’s economic preparedness for war, his main 
subject-matter is, in fact, nothing less than a survey, 
excellently done, of the financial and commercial 
history of the past twenty years. The result is an 
astonishingly informative book, from which the enquir- 
ing layman, setting out to obtain a grasp of the general 
background of financial affairs, can learn more than by 
months of independent delving and research. Mr. 
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Francis takes in his stride an exceptionally wide sweep 
of events, both in time and space, and while his exposi- 
tion is crammed with factual illustration and detail, this 
is presented with so deft and sure a touch that the argu- 
ment is never impeded nor lost from sight. Broadly 
speaking, the book is in three parts, the first dealing with 
the abortive attempts at post-war reconstruction on free 
trade lines, the second with the recovery under a policy 
of protection and imperial preference, and the final 
section with the situation created by the Nazi technique of 
economic aggression, leading to the final clash. In his 
ready acceptance of the philosophy of restrictionism, 
Mr. Francis tends to be somewhat uncritical of the 
policies he discusses—it is instructive to contrast his 
approach with, for example, Mr. Geoffrey Crowther’s 
slashing attacks on the fashionable “business men’s 
economics” of the Conservative Party. But whatever 
one may feel of the implied jndgments on men and 
methods, nothing but unreserved admiration can be ex- 
pressed for the skill with which vast quantities of facts 
are assembled and related to the broad underlying trends 
of economic development. There can be few writers 
who would be equally at home and able to discuss with 
the same professional competence in all fields the most 
varied aspects of affairs, from international politics to the 
regeneration of domestic industries, from commodity 
restriction schemes to the methods of German economic 
penetration. It is this mobilization of factual material 
which is Mr. Francis’ outstanding achievement, and 
it is this which makes his book eminently worth attention 
—and retention—by all concerned with financial affairs 
in the broadest sense. 


Economic WARFARE. By Pau Ernzic. (Macmillan. 
7s. 6d. net.) 


A YEAR ago Dr. Einzig published his “ Economic 
Problems of the Next War.” Now that the “ next war” 
has unfortunately become the present war, the material 
then presented has been thoroughly revised, and whole 
chapters almost entirely rewritten, in the light of our ex- 
perience of actual conflict up to the present time. The 
result is essentially a new book. Dr. Einzig interprets his 
subject in the most comprehensive sense, dealing with 
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problems of broad economic organization and not merely 
with economic warfare in the narrower sense of blockade, 
or even blockade plus the various other weapons (such 
as purchases abroad to deprive Germany of supplies) by 
which blockade must be supplemented to become an 
effective stranglehold. A series of interesting chapters 
deal with the war economy of the various Great Powers. 
While Dr. Einzig is confident of eventual victory (and is 
able to give twenty-six separate reasons for that con- 
fidence!), he issues a warning against facile and com- 
placent belief in an early collapse in Germany. At the 
same time he argues that German morale is highly 
vulnerable to attack by Allied propaganda on the right 
lines, particularly by propaganda aimed at the “inflation- 
consciousness ”’ of the German public. “Arguments seek- 
ing to prove that the reichsmark is doomed, if put 
forward by British and French radio stations, would 
merely echo the inner conviction of millions of Germans.” 
Dr. Einzig holds that the British bombers should 
have dropped leaflets telling of the impending collapse 
of the reichsmark. “ Photostatic copies of one-million- 
mark notes issued in 1923 would have spoken more 
eloquently than any arguments.” 


THe LAw RELATING TO COMMERCIAL LETTERS OF CREDIT. 
By A. G. Davis. (London, 1939: Pitman. Ios. 6d. 
net.) 

For some years the reference libraries have lacked an 
up-to-date book on this important topic. Its practical 
aspects have been examined recently by a number of 
writers, but there appeared little chance that the legal 
classic, Gutteridge, would be displaced. Students of the 
legal aspect of credits were therefore obliged to wade 
through the law reports covering several years, in order 
to gain acquaintance with recent decisions arising from 
commercial credit contracts. It is thus with the greater 
relief that one welcomes Dr. A. G. Davis's doctoral thesis 
published with the help of a grant from the University 
of London’s Publication Fund. 

Bankers who have to handle commercial credits look 
upon them as essentially international instruments, and 
they recognize a code of practice in connexion with them 
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which is in advance of statute and case law. The author 
has approached his topic with the importance of these 
two aspects clearly in mind. He quotes from French and 
American authorities in support of his argument on 
points which have yet to be given judicial recognition in 
the United Kingdom. Even where he examines questions 
of academic importance he is never far from the practi- 
calities of his subject. The whole work is therefore 
intelligible to the non-legal mind. Since it is also authori- 
tative, and complete up to the present point of time, it 
deserves a place amongst any collection of standard 
reference books of legal and banking interest. 


W. W. S. 


PUBLICATIONS RECEIVED. 


THE WorLD IN THE MELTING Pot. By SIDNEy 
Prespury. (London, 1940: Heath Cranton, Ltd. 
7s. 6d. net.) 
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ia a 
| SOCIETE COMMERCIALE 
| ee (Incorporated In Japan) 
’ st y= id iz 
| D'OUGREE Jogansss Guctatndehs sith satkataay to tees aoe 
} - in Formosa. 
S.A. OUGREE (BELGIUM) 


Head Office: TAIPEH, FORMOSA. 


SELLING MONOPOLY for the products 
Central Office in Japan: TOKYO. 


| of the S.A. d’OUGREE - MARIHAYE, 
S.A. MINIERE & METALLURGIQUE 
DE RODANGE (G.D. de Luxembourg); 
S.A. ACIERIES & MINIERES DE LA 
SAMBRE, Monceau s/Sambre; S.A. 
FOURS A COKE DE ZEEBRUGGE; 
S.A. des LAMINOIRS d’ANVERS, | 
Schooten ; BELGIAN HOOP & TUBE 
STRIP MAKERS ASSOCIATION. 

AGENCIES IN LONDON: 
OUGREE STEEL TRADING CO., Ltd. 

| Stone House, Bishopsgate, E.C.2. 


NYE & MENZIES Ltd, Capel House, 
62, New Broad St., E.C.2. 


Rails and Fittings, Tyres, 
Axles, Forgings, Sheet-piling. 


Branches: 


Amoy, Batavia, Bombay, Canton, Dairen, Foochow, 

Giran, Hankow, Heito, Hongkong, Kagi, Karenko, 

Kirun, Kobe, Makong, Manila, Nanto, New York, 

Osaka, Semarang, Shanghai, Sintiku, Syoko, Singa- 

pore, Soerabaia, Swatow, Taityu, Tainan, Taito, 
Takao, Tansui, Toen, Yokohama. 


Correspondents in every Principal Town in the World. 


The Bank transacts General Banking and Foreign 
Exchange Business, and acts as Business Agents for 
other Banks. Deposits are received for fixed periods 
on terms which may be ascertained on application, 














London Office : 40 & 41, Old Broad St., E.C. 2. 
M. DOI, Manager. 





Telegrams : Foreign—‘ Taiwangink, London.” 
Telephone : London Wall 5331-3 (3 lines). 











WESTMINSTER BANK LIMITED 


BALANCE SHEET 





LIABILITIES 
Capital: £ s. d. 
Authorized: 7,500,000 Shares of £4 each . . ‘ e £30,000,000 
3,000,000 Shares of leach . e e . 3,000,000 
Issued: 
7,070,990 Shares of £4 each, £1 paid . ° ° ° e ° . Ps 7,070,990 0 0 
2,249,167 Shares of £1 each, fully paid ° ° ° ° ° e ‘ 2,249,167 0 0 
9,320,157 0 0 
Reserve . . . . ° ‘ ° ‘ a r 9,320,157 0 0 
Current Deposit and an eee including nee ie 
Contingencies . ‘ £362,356,958 6 11 
Balances in account with Subsidiary Caneeie. ‘ ; 4,121,375 12 9 
—_ 366,478,333 19 8 
Notes in circulation in the Isle of Man ° ° . i 13,858 0 0 
Acceptances, Endorsements, and other Engagements on account of a ‘ 20,912,245 5 10 
Profit and Loss Balance, as annexed . ° . ‘ ‘ ‘ ‘ ‘ - 1,039,031 8 3 





R. E. BECKETT CHARLES LIDBURY, Chief General Manager - 
M. N. HOGG Directors £407,083,782 3 9 
ALDENHAM W. W. MAKIN, Chief Accountant 7 











Dr. PROFIT AND 


£ s. d. 
To Interim Dividend of 9 per cent. (Jess Income Tax) on the £4 Shares paid in August last 461,382 2 0 
» Interim Dividend of 6} per cent. (/ess Income Tax) on the £1 Shares paid in August last 101,915 7 7 
» Bank Premises Account , ‘ , “ 7 ° ‘ “ ‘ ‘ - 100,000 0 0 
» Officers’ Pension Fund r P ‘ ‘ i é - 300,000 0 0 
» Further Dividend of 9 per cent. (Jess aaenes Tax) mdhien 18 per 
cent. for the year on the £4 Shares (£1 paid up) : . £413,652 18 4 
» Further Dividend of 6} per cent. (/ess Income Tax) making 12} 
per cent. for the year on the £1 Shares . P ‘ . 91,372 2 
» Balance carried forward “ ° ° ‘ ‘ ‘ . 534,006 1 9 
Oe 1,039,031 8 3 


£2, 002,328 17 10 











AUDITORS’ REPORT TO MEMBERS OF WESTMINSTER BANK LTD 


We have examined the above Balance Sheet and compared it with the Books at Lothbury, Lombard Street, 
and Threadneedle Street, and with the Certified Returns received from the Branches. We have verified the 
Cash in hand and Bills Discounted at Lothbury, Lombard Street, and Threadneedle Street, and the Cash at 
the Bank of England. We have also verified the Securities held against Money at Call and Short Notice, and 
the Investments of the Bank. We have obtained all the information and explanations we have required, and 
in our opinion the Balance Sheet is properly drawn up so as to exhibit a true and correct view of the state 
of the Bank’s affairs, according to the best of our information and the explanations given to us, and as shown 
by the Books of the Bank. 


TURQUAND, YOUNGS, McAULIFFE & CO. 
KEMP, CHATTERIS, NICHOLS, SENDELL & CO. | Chartered 
PRICE, WATERHOUSE & CO. Accountants 


STEAD, TAYLOR & STEAD 
Auditors London, 16th Fanuary 1940. 
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WESTMINSTER BANK | LIMITED 








December 31st, 1939 


ASSETS 
£L a. &, 
Coin, Bank Notes, and Balances with the Bank of England . > ‘ 37,639,968 11 9 
Balances with, and a in course of ee on, other Banks in Geest Britain 
and Ireland . ‘ . : : ‘ , 16,307,003 14 3 
Money at call and short notice . F P ‘i é n ‘ s ‘ P 34,046,583 10 8 
Bills Discounted . p . ‘ ‘ P r . . 45,161,161 2 8 
| Investments at, or below, Market — £ s. d. 
} 


Securities of, or guaranteed by, the British Government 
(of which £1,412,805 7s. 6d. norminal is lodged for Public 
Accounts and for the Note Issue in the Isle of Man ‘ 100,199,194 12 1 


Dominion Government and British Corporation Securities 
and other Investments (There ts a contingent liability for 





uncalled Capital in respect of a portion of these Investments) 3,028,332 15 7 
————- —-— 103,227,527 7 8 

Advances to Customers and other Accounts ° P ‘ 141,336,788 O 11 

Balances in Account with Subsidiary Companies P P 114,016 11 5 
———- 141,450,804 12 4 


Liability of Customers for aes Endorsements, and other Engagements, as 
per contra ‘ ‘ ‘ ‘ : ‘ 5 ; 5 20,912,245 5 10 


Shares in Subsidiary Desens (at cost, Jess amounts written off ): 


Westminster Foreign Bank Limited: £ s. d. 
8,000 £20 Shares, fully paid 
92,000 £20 Shares, £10 paid } . . ° ° . 1,080,000 0 0 
Ulster Bank Limited: 

200,000 £15 Shares, £5 paid . ° P ° ‘ - 1,912,500 0 0 

—— 2,992,500 0 0 

Bank and other Premises (at cost, Jess amounts written off) . ‘ . P , 5,345,988 8 7 

£407,083,782 13 9 














LOSS ACCOUNT Cr. 








£L s. d. 

By Balance brought forward from 31st December, 1938 F , é 5 , . 526,584 3 6 
ss Profit for the year, after providing for Rebate and Taxation, and after appropriations to 
the credit of Contingency Accounts, out of which accounts full provision for Bad 

and Doubtful Debts has been made . ‘ ® ° ° ‘ ° . 1,475,744 14 4 


£2,002,328 17 10 





l STATEMENT PURSUANT TO THE COMPANIES ACT 1929 
| 


Directors’ Remuneration, including Income Tax, and Fees paid to ther by Subsidiary Companies, amounted 
to £42,315 8s. Od. Such of the aggregate profits of the Subsidiary Companies for the year as have been 
declared in dividends are included in the Profit and Loss account above. The undivided balances of the profits 
of the Subsidiary Companies have been carried forward in ihe accounts of those Companies. 





R. E. BECKETT ) CHARLES LIDBURY, Chief General Manager 
M. N. HOGG r Directors 
ALDENHAM __ } W. W. MAKIN, Chief Accountant 


| London, 16th Fanuary 1940. 
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Bank Meeting 





BARCLAYS BANK LIMITED 


RECORD DEPOSITS AND LIQUID POSITION 


THE IMPORTANCE OF 


EXPORTS 





MR. EDWIN FISHER’S SPEECH 


Wednesday, 
Office of the Bank, 54, 
London, E.C.3. 


Mr. Edwin Fisher (Chairman) presided 


HE 45th ordinary general meeting of 
Barclays Bank Limited w held on 
. t tl Head 


[he Chairman referred to th 
arrangements which they had made as 
War-time measure He id that looking 
back over the first 4} months of hostilities, 
they could see how many changes whi 
became necessary had taken shape and had 
been embodied in their day-to-day banking 
life. These changes had involved a great 
deal of work and unremitting attention at 
the hands of their Management—work 


carried through efficiently and without 
undue dislocation at a tim when many 
members of the Staff were leaving their 
posts in tl Bank to joi th rvik 

Already over 2,000 men had been released 
and t y n expect to i urther 
thinnin . 4 ran] In t the 
readjust h | 1 ! made 
and tl I y fresh re lati ch had 
to be co l and dealt with, they could, 
h thou 1 t t on tnat 
tl wide ( ( the Bank 
afforded t ts customers w I main 
tained I \ tru t} it, com! 1 with 
tl other Banl they had closed certain 
small br h oft and the hou dur 

which Banks were open to the public had 
had to be irtailed. Any in nvenience 
which the steps might have caused to 
Customers was regretted, but t y felt ire 
that Shareholders and Customers alik ould 


appreciate the necessity for their action 


Air Raid Precautions had been not the 
least of their preo¢ pation 
had to be taken 


to ensure tl pre 


the Staff, and a duplication rd 
had to be made so that the vital services of 


banking could be carried on in all circum- 
stances. 


THE UNION BANK OF MANCHESTER 
AMALGAMATION 


Proceeding, Mr. Fisher referred to the 
amalgamation of the business of The Union 
Bank of Manchester Limited with that of 
their own Bank. 

As the amalgamation took place on the 
ist instant, it had not affected the Balance 
Sheet figures of irclays Bank which were 
made up to December 31, 1939, and with 
which the Chairman proceeded to deal. 


i 
.) 
5 


THE BALANCE SHEET 


The total of their Current, Deposit and 
Other Accounts on December 31 last 
amounted to /£461,376,448, a record figure, 
increase of 425,295,203 com- 
pared with the end of 1938. In considering 
this rise, it had to be borne in mind that the 
borrowing of large sums by the Government 
on Treasury Bills and their expenditure 
for the purposes of the War had resulted in 
an increase in the amount of credit cir- 
culating in the country and, consequently, 
in an expansion of the funds left with the 
Bank by its customers on Current and 
Deposit Account. 

Their holding of Cash in Hand and with 
the Bank of England had risen at the end 
of last year to £58,177,086, compared with 


and showed an 


d . 4/ 
53,241,449 twelve months 
the chief movement in the assets of the 
Bank had been in Bills Discounted, which 
had risen from £54,594,153 to £67,585,175, 
of which £47,975,000 was represented by 


earlier. 


Treasury Bills. 

If the four exceptionally liquid assets, 
namely, Cash in Hand and with the Bank 
of England; Balances with other British 
Banks and Cheques in Course of Collection; 
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Money at Call and Short Notice; and Bills 
Discounted, were added together, it would be 
seen that they represented no less than 
37°6 per cent. of their Current, Deposit and 


Other Accounts. 


The outbreak of War and the necessity for 
financing greatly increased Government 
expenditure had resulted in a considerable 
expansion in the volume of Treasury Bills 
available in the market. On December 31, 
1939, the total of Treasury Bills outstanding 
which had been issued through the weekly 
tenders f million, against £346 
million on March 4, 1939, and £488 million 
on December 31, 1938. In addition to the 
Bills placed by tender, others were issued 
direct to certain quarters, notably Govern- 
ment Departments and Government Funds, 
and the total of the Treasury Bill issue on 
December 31, 1939, amounted to £1,469°9 
million, against {985-6 million on December 
31, 1938. 


was #700 


NET PROFIT 
[The net profit of the Bank for the year 
ended December 31 last, after payment of 
all charges and after making provision for all 
bad and doubtful debts and for contingen- 
cies, amounted to the sum of £1,784,880 4s. 5d. 


lo this sum had to be added £527,719 19s. 11d. 
brought forward from the previous year, 
making a total to be dealt with of 


{2,312,600 4s. 4d. The directors recom- 
mended Final Dividends of .5 per cent 





making to per cent. for the year, on the 
“A” Shares and of 7 per cent., making 
14 per cent. for the year on the “ B” and 
C” shares, less income tax at 7s. in 
the £ in each case, involving a sum of 


£ 176,954 5s. od., and leaving a balance of 
£530,581 12s. 4d. to be carried forward. 
Some reduction of profit was not unexpected, 
particularly bearing in mind the _ higher 
rate of income tax imposed in the War 
Budget and the special expenditure which 
they had to face in many directions as a 
result of the War and to which reference | 
already been made. He hoped that share- 
holders would agree with them that, in all 
the circumstances, the results shown were 
satislactory. 


SPENDING AND SAVING 


Mr. Fisher recalled that in the first days 
of the War mu advice had been 
and given on the vexed question of spending 
and saving he advice given was often 
conflicting and the individual was left 
doubt as to which course to 
In those early days many influences 
causing loss of employment to workers 
and it was natural and right to stress the 
need to avoid an exaggerated curtailment 
{ private expenditure so that trade should 
not be unduly depressed. As each day 
passed, this need was becoming less impor- 
tant, for as the country’s War effort grew, as 
more and more of the labour force was 


sought 





somewhat in 
pursue 


were 


absorbed in the fighting services and as 
more and more of the industrial organisation 
was diverted to the production of munitions, 
the call to spend gave way to the call to 
Sav‘ 


The individual was therefore being urged 
to save, and to the extent that he saved 
Government expenditure would be facilitated 
titive bidding up of prices 
would be avoided. In return for his effort 
and the sacrifice which he was called upon 
to make, the 


and he comp 


individual was entitled to 
expect that the Government was getting 
od vali for money wisely spent. 
THE IMPORTANCE OF EXPORTS 


that not the least of the 
Government in financing 
provision of foreign ex- 
with which to purchase supplies 
from abroad and the solution of this problem 
would play a part, the importance of which 
could not be exaggerated. 


Mr. Fisher said 
p bilems facing the 
the War was t 
change 


The external resources of the United 
Kingdom were large and steps had been 
taken to mo se them. They would, how- 
ever, be well advised to guard jealously 
th OVerse assets, for they could not 
easily be repl 1. Every endeavour, there- 
fore, should be made to pay for their 
necessary imports by the results of current 
efiort 

Phe searchlight of attention had rightly 
been focussed with more than usual intensity 
on the importance of export trade and there 
was no doubt as to the vital part this arm 





played when Britain was at War—a part 
which iked among the foremost when 
they came to appraise and pass under 
review the strength of the National armoury. 
Control of both imports and exports was 


essential in war time, in order that the 
country might | able to use its external 
power to the best advantage 
and to ensure that the needs of the fighting 
forces were fully met. Although under a 
ystem of control a certain amount of 
trading 





freedom must be surrendered by th 
community, control at its best should be 
so ordered as to cause a minimum of in 


convenience and disturbance—control oper- 
ated by persons who had understanding and 
who would not stifle trade by the imposition 
of dispensable formalitic lo secure by 
their export trade a return flow of the 
goods that were needed or tl ( lange to 
buy them from other countt V a cardinal 


factor that was as important as it was 
, 
| 


sell-evi‘ 


Ciit. 


Finally the Chairman said ‘‘ Economic 
trength will play such an impressive part 


in War that no opportunities must be lost 
in th ution of the problem of 
ell more and more goods abroad. 


how to 





The Report and A ints were adopted 
and other ordinary business transacted. 
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DISTRICT BANK LIMITED 


DEPOSITS INCREASE TO A NEW RECORD 


THE COUNTRY’S NEED TO EXPORT 


NOTON 


R. 


SIR 


annual 
District 
Friday, 
Spring 


hundred and tenth 
of shareholders of 
was held on 
Head Office, 


HE one 
bs meeting 
Bank Limited 
January at the 
Gardens, Manchester. 
The Chairman, Sir R. Noton Barclay, 
presided, and in moving the adoption of 
the report and balance sheet, said : 
Ladies and gentlemen—lI have to report 


20, 


two changes in our directorate during the 
last twelve months. We have lost the 
valued services of Mr. Donald Beith, who 
intimated his desire to retire early in the 
year. | am pleased, however, to report 
that Sir Robert Burrows was elected to a 
seat on the board last April. 
BALANCE SHEET 
Under the heading “ Liabilities’’ our 


deposits now stand at {£90,000,000, which is 
£7,000,000 ahead of the figure for last year. 
our lodg- 


Thus, after four months of war, 
ments constitute a figure which has no 
precedent in the history of the Bank. The 


war has brought greatly increased activity 
to the heavy industries and staple trades 
of Lancashire and adjacent counties. There 
is also evidence of some shifting of pros- 
perity from the South to the Midiands and 
North, where we are strongly represented, 
which is reflected in deposits and also in 


advances, the latter having increased by 
over {1,000,000 as compared with last 
year. Investments are slightly more than 
our immediate pre-war figure, and exceed 
that which appeared in our last balance 
sheet. I may add that despite the deprecia- 


tion in gilt-edged securities during the year 
the market value of our investments at 
December 30 was much in excess of the 
figure in the balance sheet. 
PROFIT AND LOSS ACCOUNT 

The net profit for the year, after payment 
of all expenses, providing for income tax 
and national defence taxation, and making 
full provision for bad and doubtful debts, 
amounts to £490,090, which is slightly less 
than the figure for 1938. Actually our 
trading results exceeded those of the pre- 
vious year, and the decline referred to is 
caused by the heavy demands of taxation, 


for which all provision has been made, and 
also by exceptional expenditure on air-raid 


precautions. 


BARCLAY’S 


SPEECH 


EXPORT PROBLEMS 

I now turn to examine some of the im- 
portant recent developments which concern 
not only our own but also the country’s 
financial and commercial welfare. 

For the country whole and for 
Lancashire in particular one of the most 
vital problems is that of exports. Last year 
I made practical suggestions as to how the 
authorities might assist overseas traders 
in peace-time. Bearing in mind that the 
export situation was then critical it has 
been discouraging to observe how little the 
Government did to remedy the situation 
between then and the outbreak of war. 
The unhappy outcome is that they enter 
upon the war period with far too limited 
a capacity to play their part in securing 
overseas trade, and in providing the foreign 
exchange which is so essential at the present 
time. Yet to be an effective arm of defence 
our exports must not only be maintained 
but must expand. They cannot do this 
without a virile foreign trade policy, which 
in turn must be linked closely to a war- 
time economy. ‘to-day we have to feed 
and clothe our population, meet the require- 
ments of our war machine, and hamper 
the enemy by diverting vital supplies from 
Germany. Here is a threefold task; if it is 
to be successfully accomplished economic 
resources must be developed and co-ordinated 
so that while supplies both for the fighting 
forces and the home front may be main- 
tained there shall yet be left available as 
much as possible of the national output 
for export. 


as a 


A WAR-TIME POLICY 
Both in importing and exporting our 
objectives must, therefore, be strategic, 


and with this in view we should purchase 
from abroad military supplies which are 
tantamount to the import of man power 
and which will also relieve freight space. 
In other words, we should import finished 
goods such as aircraft and armaments rather 
than the component raw materials and thus 
leave available supplies of British labour 
for the all-important export trades. Such 
action should help to safeguard these in- 
dustries against a shortage of man-power 
as mobilization proceeds. 

Looking further ahead, exports should be 
maintained and expanded so that industry 
may be able to support our standard of 
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living and absorb surplus labour when 
hostilities have ceased. It is therefore vital 
that we should now make a supreme effort 
to increase the sale of British goods abroad 
by special trade agreements. I do not 
hesitate to suggest also that it is expedient 
at the present time to stimulate exports, 
even at some immediate expense to ourselves, 
by a Government bonus on exports to cover 
the extra costs due to war conditions. 

Without doubt our vast consuming power 
and our ability to make immediate and 
satisfactory payment for what we buy 
gives us superiority over Germany when 
seeking to expand our trade with other 
countries. But I question whether we yet 
have the proper organization for making 
full use of these advantages. Our external 
economic activities are governed by minis- 
tries, old and new, and by innumerable 
controllers. The Government departments 
are divided according to their function. 
fraders often have to obtain permits for 
almost every component part of an export. 
Nor are the inherent defects of this system 
disposed of by an inter-departmental com- 
mittee reporting to a co-ordinating com- 
mittee of ministers under the Chancellor of 
the Exchequer. Obviously, something less 
intricate is needed and there seems to 
be no reason why in war-time foreign trade 
should not be conducted on lines more 
akin to military operations. In other words, 
let us have an Economic Commander-in- 
Chief and let the choice fall on one who would 
be an outstanding figure in Government and 
business circles. But through all this let us 
never lose sight of the fact that these are 
merely temporary expedients and_ that 
ultimately, if the world is to enjoy peace 
and prosperity, we must work for inter- 
national co-operation. 

THE COTTON INDUSTRY 

With the Cotton Industry (Reorganization) 
(ct receiving the royal assent in August 
and then being suspended during war-time, 
the practical results of some years of pains- 
taking research on ‘‘ Lancashire’s Remedy ” 
have been postponed. In place of the 
desired legislation we have, however, a 
cotton controller, and since the Government 
appreciates that cotton exports are to-day 
even more important than in peace-time, the 
new controller has been given certain of the 
powers which were included in the Act. 

A controller who will be willing to work 
in close consultation with the trade may do 
much for the future of the industry. The 
changes should help to surmount the war- 
time problems of restricted raw materials, 
limited freight space, a shortage of foreign 
exchange, and a possible dearth of labour. 


SAVING AND SPENDING 

Plainly, during hostilities we have a 
double trading objective in view: we 
must not only encourage exports but curtail 
such imports as are not essential. To spend 
indiscriminately to-day may, therefore, be 
unwise, since in so doing we may interfere 
with the national effort by directing into 


home consumption imports which might 
be used more effectively in the manu- 
facture of goods for export. In_ such 
spendings we might even consume goods 
which could be exported, and certainly 
such private consumption would engage 
British labour and, by diverting human 
effort to unimportant tasks, perhaps lead 
to a labour shortage for national work and 
in the vital export trades. 


The bridging-over period between peace 
and war is passed. Slowly but steadily the 
national effort gathers momentum in its 
approach to full war-time economy, and 
private consumption must be reduced, or 
demand will lead to inevitable inflation. 
If this is to be avoided, we must from now 
onwards exercise discretion in spending 
and err on the side of economy rather than 
liberality 

FORCED v. VOLUNTARY SAVING 

It is a simple matter at this point to 
appreciate the sound reasoning of Mr 
Maynard Keynes, who advises compulsory 
savings from all who may force up pro- 
duction costs by increased spending. The 
Government's present programme, however, 
recognizing this, is to stimulate voluntary 
thrift. This scheme is now on trial by 
means of attractive new issues of National 
Savings Certificates and Defence Bonds. 
If it should fail, then Mr. Keynes’s scheme 
may have to be applied with such modifica- 
tions as circumstances require. 


WAR-TIME ADMINISTRATION 


As you will be aware, the banks have 
been faced with many difficulties in carrying 
on their daily work. Some relief has 
resulted from an arrangement whereby 
the clearing banks, by common consent, have 
agreed to shortening the hours of business 
and to the closing of certain sub-branches. 
We have already closed a certain number, 
and may have to close still more. In taking 
a decision about closing these small offices 
great care is exercised to minimize incon- 
venience to our customers. 

I am sure you will be pleased to know 
that we make adequate provision for all 
men who have undertaken National Service. 


In view of the possibility of air attack 
and the dangers of bombing we deemed it 
wise, on the outbreak of war, to decentralize 
the control of our Bank. In consequence our 
Chief General Manager and the Joint General 
Managers, together with their immediate 
staffs, were dispersed to various centres 
outside Manchester. 


Once again I would like to place on 
record our high appreciation of the work 
of our chief officials and of the whole of the 
staff, who, in consequence of the many 
adjustments due to war conditions and 
depletion of staff, have been called upon for 
much extra work. 


The report and accounts were adopted and 
the retiring directors were re-elected. 


? 
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MARTINS BANK 


LIQUID POSITION 


TRADE DEVELOPMENT ESSENTIAL 


MR. F. A. BATES’ REVIEW 


HE one hundred and ninth annual 
‘Ty general meeting of members of 
Martins Bank Limited was held at 
the head office, Liverpool, on Tuesday, 
January 23 
Mr. Frederic Alan Bates, the chairman, 
who presided, said: The report and 
accounts show the continued progress of 
the bank, and I trust you will share our 


satisfaction with them. 


During the year we have made changes by 
way of promotion among our chief execu- 
tive officers. In view of the heavier re- 
sponsibilities thrown on Mr. Furniss owing 
to the expansion of our business and the 
peculiar difficulties of the times, Mr. 
McKendrick has been appointed deputy 
general manager, and Mr. Moore and Mr. 
assistant general 


Voyce have become 


managers 

The accounts include the result of our 
trading during four months of war condi- 
tions, but the earlier eight months were 
not normal, because the threat of war had 
hung over the world for some time prior 
to the outbreak, and trade was un- 
doubtedly affected by it. The warnings the 
world had had of Germany’s intentions had 
enabled us to make our plans, and when 
the shock came machinery which had been 


in readiness was put into motion and 
quickly had the effect of creating confi- 
dence. The conditions ensuing, however, 
have widely influenced trade ; it is there- 
fore gratifying to present accounts such as 
those before you. We are at the beginning 
of what may be a long war. The future is 
obscure, but the bank is in a_ strong 
position, ready to meet whatever trials may 


be ahead. 


STRONG LIQUID POSITION 


Our net profit is £876,025, an amount 
slightly in excess of last year. While there 
has been general expansion in our business, 
the year’s profit has not risen correspond- 
ingly, owing to expenses entailed by the war, 
and the incidence of taxation. There has 
also been a falling off in profits from foreign 
business. A year ago we increased the 
dividend for the half-year from 7 to 7} per 
cent. For the interim dividend in July we 
were able to repeat the 74 per cent. and 
now feel justified in continuing it for Decem- 
ber at the same rate, making 15 per cent. 
These two dividends absorb 
£624,006. From the balance we have 


for the year. 


applied £50,000 to published reserve, bring- 


ing it to £3,600,000, transferred £100,000 to 
premises redemption, and placed £100,000 
to staff pension fund. 
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In these days it is doubly necessary that 
we should maintain a liquid position. Our 
cash in hand and at the Bank of England 
is no less than £12,475,000, or I1.23 per 
cent. of our liabilities to the public. Money 
at call and short notice is £8,530,000, 
£2,430,000 more than last year. Total cash 
items, amounting to £24,727,000, are 22.26 
per cent. of our public liabilities, while, 
with our Treasury bills (£6,255,000, or 
£2,990,000 in excess of the previous year’s 
figure) and other bills discounted, the ratio 
is 28.71 per cent. The total of these very 
liquid items reaches £31,890,000. Further, 
when the very large amount, £14,398,000, 
of short term investments is considered, our 
liquid position is shown to be very strong. 


STEADY GROWTH OF FUNDS 


Investments are {607,000 up on the year 
at £34,172,000, a figure considerably below 
market value. Bank premises and rentable 
properties, at 2,746,000, are a most 
valuable asset, and the source of very sub- 
stantial income. Acceptances, endorse- 
ments, etc., at {7,724,000 have fallen off 
during the year by £473,000, the decrease 
being mainly due to disturbed international 
relations. 

Deposits have risen to £110,420,000, an 
increase of £10,380,000. While there was a 
steady growth in the funds entrusted to us 
by our customers prior to the outbreak of 
war, some of the present increment is due 
to the large Government expenditure upon 
war supplies, and the sale by British in- 
vestors of their holdings in _ foreign 
securities. In due course we shall see a 
portion of these deposits withdrawn for 
subscription to war loans ; nevertheless, if 
the last war is any criterion, deposits should 
continue on the upgrade. 


Advances were £46,251,000, as compared 
with £44,421,000 a year ago. They have 
been appreciably higher during the twelve 
months under review, and at one time were 
over fifty million pounds. 


TRADE DEVELOPMENT 


Reports from our trading centres all 
express the difficulty of forecasting the 
future under war conditions, but they are 
unanimous in expecting that there will be 
great activity. Government control is de- 
signed to provide an ample supply of raw 
material for war needs, as well as to sub- 
due speculation and wide fluctuations in 
price, and to these ends ordinary trade 
and independent activities are subordinated, 
but one day the world will be turning again 
to peace. Grave difficulties will face us then 
owing to the dislocation caused by war. 

It’ is vital, therefore, that the trade of 
the country should be vigorously expanded, 
and in particular the export side, whereby 
we largely meet the cost of imports which 
supply both the sinews of war and our 
foodstuffs. I spoke last year of the exigency 
cf developing our export trade. The neces- 
sity is greater to-day. The insistence of 
industrialists and trade associations in 
drawing attention to this most important 
question, is not only serving the trader’s 
point of view, but also the wider sphere of 
national interest, which urgently requires 
the adoption of a definite policy. We are 
now, more than ever, the world’s best 
customer, and great efforts should be made 
to ensure that our trade is reciprocal to the 
fullest extent possible. We can only supply 
those markets abroad if our prices are com- 
petitive. With our experience of the harm 
wrought by the unprofitable contest between 
rising cost and rising pay, there should be 
ready acceptance of war-time regulations, 
rationing, taxation of increased earnings, 
and, not least, the determination to help to 
win the war by savings for subscription to 
Government loans. So far as the bank is 
concerned, you will wish there should be, 
apart from the maintenance of strength and 
security unstinted service to the needs of 
the country in any appropriate direction.— 
(Applause.) 


The report and accounts were adopted. 
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MIDLAND BANK LIMITED 





METHODS OF AVOIDING INFLATION 


CASE FOR COMPULSORY SAVINGS 


THE RIGHT HON. R. 


HE ordinary general meeting of share- 
T holders of the Midland Bank Limited 

was held on Friday, January 26. 
The Chairman, the Right Hon. R. McKenna, 
said in part Banking provides an in- 
dispensable service alike in war and peace. 
By efficiency in conducting our business 
we can help the flow of essential industry 
and ease the course of daily life, and we can 
assist in the vast volume of transactions on 
Government account which war inevitably 
entails. There is, however, a less obvious 
way in which the banks can serve the nation 
in the present struggle: they can help to 
delay or even avoid the onset of the bugbear 
of inflation. Inflation, if it comes, will be 
due to the growth of consumption, civil 
and military together, beyond our capacity 
to produce. The military demand must be 
satisfied, and in the long run, if no other 
means can be found to bring the total 
demand for goods within the limit of pro 
duction, inflation, with its accompaniment 
of rising prices, sets in as an automatic 
check on civilian consumption. The wise 
course is to prevent or limit inflation by 
every prudent means of diverting goods 
and services from civil to military purposes. 





The reality behind all questions of war 
finance is the huge deman I warfare 
makes on the power of the nation to produce 
goods for immediate consumption. The 
demand can be met to a large extent by the 
expansion of production to the uttermost 
through the use of additional bank credit. 
Not only can the recorded unemployed be 
absorbed, but numbers of men and women 
not hitherto engaged in productive work 
can be drafted into industry. Up to the 
stage of full employment there need be no 
inflation, as the enlarged bank credit may 
be offset by greater output. The demand 
can be covered again in part by using up 
stocks and in part by realizing investments 
abroad to pay for additional imports. But 
before long the point is reached at which the 
Government must restrict civilian con- 
sumption. 


The attack is made in various ways. 
Rationing is the most direct and obvious 
method; but as consumption depends upon 
the means to pay for it, the main assault is 
on the purchasing power of the people, a 


McKENNA’S ADDRESS 


larger share of which must be diverted to the 
Government. Heavy taxation is brought 
into action, and is followed by borrowing 
from the public, accompanied by a vigorous 
campaign to promote saving and investment 
in war loans. It is in this diversion of pur- 
chasing power from the people to the Govern- 
ment that the banks can give practical 
assistance. They can restrict loans for 
non-essential purposes, and thereby effect 
the double object of curtailing purchasing 
power for purely civilian purposes and 
increasing their own capacity to lend to 
the State and to Government contractors. 


The Government must pay for its supplies, 
and if taxation and borrowing from the 
public furnish insufficient means, resort 
must be had to the creation of new purchasing 
power by borrowing from the Bank of 
England and the joint-stock banks. But new 
purchasing power created without reduction 
of civilian purchasing power or increase in 
production brings us to the threshold of 
inflation. The inflation would become rapidly 
accentuated if the process, commonly stig- 
matized as the vicious spiral, were allowed 
to come freely into play—a spiral in which 
rising prices are followed by higher wages, 
to lead again to still higher prices as costs 
rise, and so on. But the means of restraint, 
if not of prevention, are at hand. ‘The 
Government has made a great advance in 
recent years in the management of monetary 
conditions. With full powers at its command 
and wisely used, it can determine the degree, 
if any, of inflation that will be permitted. 
Inflation is a relative term, and the word 
reflation might more properly describe a 
movement, such as we have had already, 
beginning from a low basis. It is possible 
that a moderate raising of the general level 
of prices, with due safeguards for those 
living near the subsistence level, may be no 
more than a healthy stimulus to energy in 
supplying the needs of war. 

Nevertheless, we must not be blind to the 
possibility that the war, if it is of long 
duration, may demand more drastic methods. 
Perhaps nothing less than the compulsory 
saving of all increases of income will be 
needed to secure the full necessary diversion 
of spending power from the public to the 
Government. Judging from comments in 
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the press, I conclude that public opinion is 
not yet ripe for the imposition of a scheme 
of compulsory saving. But should we ever 
be engaged in another great war, which 
may Heaven avert, I believe we should at 
once turn our minds to a plan of the kind 
proposed by Mr. Keynes. We _ should 
probably find, indeed, that the Treasury had 
already worked one out in detail, and that 
the Government of the day would include it 
among its first war measures. The British 
public are steadfast in patriotism and when 
they understand the need are ready to submit 
to any sacrifice; but it is hard to break away 
from established habits and standards of 
living, and the economic reasons why we 
should do so are not easily comprehended. 
Yet, just as other encroachments on liberty 
during the war have been not merely accepted 
but welcomed by the public, so I believe this 
last one, when better understood, would be 
accepted also. It would be more equitable 
than inflation, more practicable than still 
further taxation, and at the end of the war, 
when industry is no longer engaged in 
making arms but has turned again to the 
building of houses and the manufacture of 
the products of peace, the war savings would 
give to all the means to share in the new 
output and to invest, if they so wished, in 
the capital needed to set the wheels of 
peaceful industry in motion. 


THE NATIONAL EFFORT 

Referring to the direct contribution of the 
bank to the war effort, Mr. McKenna reported 
that already fourteen hundred men, nearly 
one-eighth of the entire male personnel, had 
joined the fighting forces. In addition, 
very many of the staff, both men and women, 
had volunteered for part-time national service. 

After dealing with the progress of the 
bank, Mr. McKenna concluded: Looking 
to the future, we shall all agree that 1940 
must be a difficult and exacting year. The 
strain imposed upon us will be severe; yet 
we shall all wish to put first and foremost 
the national de mé ands. The Governme ent has 


powers, wie h it is not “heaitatiog to use, 
though with every consideration for the 
interests of neutral countries. The immense 
national resources, particularly the power 
to produce at home and to buy essential 
goods and services abroad, will enable us 
to carry on to a victorious end either a war 
of great intensity or a process of long attrition. 
Further, the high degree of co-ordination 
already achieved between France and our- 
selves, in economic and financial as well as 
military affairs, ensures a far more effective 
use of our combined resources than was 
attainable at any time in the last war. 
Finally, we have the inestimable asset of 
high morale—an asset incomparably superior 
to a morale which requires the stimulant of 
false propaganda or the goad of personal 
fear. With all these things in our favour, 
we can have no doubt as to the ultimate 
issue of the struggle against evil forces which 
undefeated would deprive all Europe of its 
rightful heritage of freedom and peace. 
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MIDLAND BANK 


Chairman ;: 
THE RIGHT HON. R. McKENNA 
Deputy Chairmen: 

8. CHRISTOPHERSON 
LEWIS H. WALTERS 
Chief General Manager : 
HERBERT A. ASTBURY 


STATEMENT OF ACCOUNTS 
December 31, 1939 


LIABILITIES £ 
Capital paid up ... ... 15,158,621 
Reserve Fund ... ... 12,410,609 
Current, Deposit and other 
Accounts da . 497,701,601 


Acceptances and Con- 
firmed Credits ... ... 42,753,907 


Engagements... ... 9,693,446 


ASSETS 
Coin, Notes and Balances 
with Bank ofEngland ... 57,741,467 
Balances with, and 
Cheques onotherBanks 21,438,321 


Money at Call and Short 
Notice ... . 26,328,499 


Bills Semeatel , British 

Treasury Bills £46,214,794) 65,947,653 
Investments ans .. 114,455,271 
Advances & other Seavente 220,689,155 


Liabilities of Customers for 
Acceptances, etc. ... 17,447,353 


Bank Premises ... .. 9,631,542 


Shares in Yorkshire Penny 
Bank Ltd. ae 937,500 


Shares in Affiliated Sin 
panies : 
Belfast Banking Co. Ltd. 
The Clydesdale Bank Ltd. | 
— of Scotland Bank 8,101,423 


Midland Bank "Executer 
and Trustee Co. Ltd. ... 


A 32-page illustrated book entitled 


“THE SERVICE OF 
THE MIDLAND BAN: 
may be obtained, on personal or 
written application, at any branch 
in England and Wales, or at the 


HEAD OFFICE: 
POULTRY, LONDON, E.C.2 
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Appointments @ Retirements 


Changes at the Scottish Institute 
From our Scottish Correspondent 


T the end of last year Mr. F. H. Allan, Secretary 
A of the Institute of Bankers in Scotland, retired 
after having served the Institute for a period of 
twenty-two years as Secretary and of thirty years as 
Editor of the Scottish Bankers’ Magazine. Mr. Allan 
guided the Scottish Institute through very trying years, 
which have seen many changes in the personnel of the 
Council and a growth in the membership to over 6,800. 
It was only recently that the Institute introduced Travel- 
ling Scholarships, an innovation in which Mr. Allan took 
great pride. In the publication this year of “Law 
Lectures to Bankers” by Mr. Robert Finlayson (which 
has appealed to bankers in countries far beyond Scot- 
land), Mr. Allan devoted considerable work in the usual 
revision for the press. 

Mr. Allan’s successor, as Secretary and Editor, is 
Mr. Mathew M’Kerrow Turnbull, M.A., Lecturer in 
Banking at the University of Edinburgh. Mr. Turnbull 
was born in Glasgow and educated at Hutcheson’s 
Grammar School. From 1900 to 1910 he was in South 
Africa. During the last war he was in the Ministry of 
Munitions, and in the aftermath of currency chaos in 
Central Europe he was appointed Secretary of the Anglo- 
Austrian Bank, Limited, and later Controller of the 
Anglo-International Bank. Readers of Mr. Bruce Lock- 
hart’s Retreat from Glory will find a neat and concise 
sketch of Mr. Turnbull, which above all proves him to be, 
what he undoubtedly is—a typical Scotsman. 


Bank of British West Africa 

Sir Alfred E. Lewis has resigned from the board 
owing to his wish to reduce his engagements in the City. 
Mr. J. N. Ridley, a deputy chairman of the National Pro- 
vincial Bank, has been elected in his place. 
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Bank of England 
Sir Andrew Rae Duncan has resigned from the Court 


of Directors following his appointment as President of 
the Board of Trade. 


British Linen Bank 

Mr. J. G. Davidson, assistant manager at Glasgow 
Office, has retired after long and valued service. He is 
succeeded by Mr. J. S. Stiven, of the Head Office. 

Mr. George White, agent at St. George’s Cross, Glas- 
gow, branch, has retired. Mr. A. W. B. Graham, teller at 
that branch, succeeds him as agent. 


Brown, Shipley & Co. 
Mr. J. G. W. Husted, a partner of Messrs. Brown, 
Shipley & Co. since January I, 1930, has retired. 


Clydesdale Bank 

Mr. Frederick C. Stewart has been elected a 
member of the board. Mr. Stewart is chairman of 
i ia Limited, and Kelvin, Bottomley & Baird, 
Limited. 


Commercial Bank of Scotland 

Mr. Douglas M. Wood, C.A., manager of the Scottish- 
American Mortgage Co., 30, Charlotte Square, Edin- 
burgh, has been nominated to fill the vacancy on the 
board which was caused by the death last month of 
Mr. John M. Howden. 


English, Scottish & Australian Bank 

On the retirement of Mr. F. C. Hounsfield after 42 
years’ service, Mr. J. A. Clezy, the assistant manager, 
becomes London manager and secretary. 


Lloyds Bank 

Lt.-Col. Albert Buckley, D.S.O., has been elected a 
member of the bank’s Liverpool Committee. 

Mr. W. R. Bown, district manager, Liverpool, has 
been appointed an assistant general manager of the bank. 

Mr. V. Eastwood, hitherto an assistant general 
manager, has retired. Mr. Eastwood began his banking 
career in the Halifax Joint Stock Bank in 1804, and was 
appointed an assistant general manager of Lloyds Bank 
in 1933. 
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Mr. J. V. Jeffs, an Advance Department controller, 
has been appointed manager of the Liverpool branch. 

Mr. A. C. Cox, joint manager of Pall Mall branch, has 
retired after 42 years’ service. He was a partner in the 
banking firm of Messrs. Cox & Co. until its absorption by 
Lloyds Bank in 1923, when he became joint manager of 
Pall Mall branch. His services will be retained in the 
capacity of local director at the above branch. 

Mr. C. J. Lloyd, from Finsbury Circus, E.C., has been 
appointed sub-manager of Covent Garden branch, W.C. 

On the retirement of Mr.G. E.H. Round after 40 years’ 
service, Mr. A. E. Huntley, from New Street, Birming- 
ham, has been appointed manager of Harborne branch. 

Mr. E. D. Fletcher has been appointed sub-manager 
of Hull branch. 

Mr. L. B. Jordan, from Corporation Street, Birming- 
ham, has been appointed manager of King’s Heath 
branch on the death of Mr. F. N. Round. 


Martins Bank 

Mr. A. J. Wilson has been appointed accountant at 
Liverpool City Office in succession to Mr. L. H. Goodwin, 
on his appointment to Head Office as an inspector. 

At Prenton branch, Birkenhead, Mr. G. G. Dobell, 
from the Head Office Inspection Staff, has been appointed 
manager on the retirement of Mr. H. Chawner after 42 
years’ service. 


Royal Bank of Scotland 


Mr. Kenneth M. Oliphant has been elected an 
ordinary director. 


Swiss Bank Corporation 


After more than 33 vears’ service, Mr. Edward 
Nuescheler, a general manager of the Corporation in 
Basle, Switzerland, has retired. He is succeeded by 
Mr. A. C. Nussbaumer, hitherto a manager of the London 
Office. 

Mr. P. de Wolff, hitherto a deputy manager, has been 
appointed a manager of the London Office, and Mr. Marc 
Spitzer, hitherto a sub-manager, has been appointed a 
deputy manager. 





